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The British liberated territories in 
the Far East are still neld in bondage 
by the shackles of the Moratorium. 
Pre-war debts and interest cannot be 
collected nearly six years after they 
were incurred and eigiitteen months 
after the restoration of British law 
and order. Merchants want to know 
what their commitments are so that 
they can be free to trade -without irk- 
some and expensive reservations 


Promises have repeatedly been 
made both in the House of Commons 
and in local legislatures that mea- 
sures are expected at any moment to 
lift the iron curtain. So far the only 
information that has been vouch- 
safed is that our home iegislators are 
apparently concerned more with do- 
ing “equity” to those few who paic 
their debts during the occupation to 
the Japanese in fast depreciating oc- 
cupation currency than to’do justice 
to those who either were interned or 
serving in the Forces :nd could not 
pay or those who withstood tempta- 
tion to gamble and did not pay. They 
endeavour to arrive at a scheme 
whereby payments of pre-war debts 
in occupation currency could be to a 
partial extent validated. 


Legally of course there can be no 
warrant for such an interference with 
the ordinary course of commercial 
law, and the problems could be left 
to be decided on ordinary legal prin- 
ciples. 

The idea of the “equity” in favour 
of those who paid pre-war debts dur- 
ing the occupation was acerived from 
the Philippines whence by some 
curious form of pollenisation_ it pro- 
duced a stunted bloom in England—- 
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CHANGE OF FORMAT 


| 
It is hoped that readers win | 
find the Far Eastern lconomic | 
Review in its new format more 
convenient to handle as well as | 
more agreeable to read. | 


In the eighteen months follow- 
ing the reoccupation of the 
Colony the printing of a new 
journal has been attended: with | 
considerable difficulties and un- 
certainties. Printing presses had 
been despoiled and looted of | 
many essential elements, the con- 
tinuity of service of old hands 
and the training of new had been 
disrupted by nearly five years of 
war, and many of the older em- 
ployees had been dispersed in the 
interior of China or died. The 
prospect of obtaining new plant 
from Europe and America is 
somewhat distant. In the mean- 
time. the flood of printing work 
required first by the Military 
Administration and now by the 
Civil Government has overbur- 
dened the hard pressed private 
printers. 


With the help, however, of the 
Review’s new printers ene 
Newspaper Enterprise” Ltd. we 
look forward to an ampler and 
more convenient publication and 
to the satisfaction of an ever 
widening demand which so far 
has been greater than our capa- 
city to meet. 
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the traditional home of the common 
law. In the Philippines the 
National Banks operated during the 
occupation with the result that on 
the liberation of the islands the 
Philippine Banks were full of 
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HONGKONG’S TRADE IN 
APRIL 1947 


REVIEW OF THE ECONOMY 
OF BRITISH MALAYA 
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“Mickey Mouse” currency. On the: 
reoccupation of the islands a scheme 
was devised for the partial validation 
of that currency to about ten per cent 
cf its face value in accordance with 
what has become known as the Bal- 
lantyne Scale. The Philippine Com- 
monwealth Congress however passed’ 
a Bill for the complete validation of 
payments made in Japanese “Mickey 
Mouse” currency, but the Bill was 
vetoed in February 1946 by President 
Truman who refused to “give official 
sanction to acts by Japanese officials 
in forcing the liquidation of business 
and accounts of loyal Filipinos, 
Americans and Allies who were im- 
prisoned by the Japanese.” The 
Manila Court gave judgements which 
have been acclaimed py International 
Law Jurists holding that payments of’ 
pre-war debts to the Japanese in 
any currency were null and 
void and that securities lodged 
against loans’ so paid were still af- 
fected with the original charge. Re- 
cently another Bill was introduced in 
the Philippines to seek a measure of 
validation for “Mickey Mouse” pay- 
ments, but it is believed that the Bill 
will be killed in’ Committee. The 
comments on the Bill in the Manila 
Evening News of March 20th 1947 are 
worth quoting verbatim:— 

The 64-Person Question. 


“The Sotto bill, now before congress” 
would validate the payment of con- 
tractual obligations made in Mickey 
Mouse money during the Japanese 
occupation. 


“There has recently been a tidal 
wave of tender solicitude, on the 
part of proponents of the measure, 
for the “poor little people” they de- 
clare will lose their homes if the bill 
is not passed. The impression is 
carefully fostered that vast numbers 
oi humble foik paid ior their pro- 
perty or lifted mortgages during the 
occupation. 
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“Fortunately. the facts are avail- 
able. The merits of the Sotto hiil 
should be judged on the basis of 
facts. Here are the facts: 


“The Bank of Taiwin was nan.ed 
by the Japanese inilitary to liquidate 
foreign banks. The Bank of Taiwan 
collected P35,000,000 on the obliga- 
ticns seized from foreign banks. 


“Who paid what? Was most of the 
money paid the Bank of Taiwan paid 
by little people? Was it mostly paid 
by big shots, seeking to evade honest 
obligations by paying off pre-war 
obligations—good money advanced in 
good faith—in money as_ virtually 
-valueless as cigar coupons? 


“Again, let the facts speak for 
themselves. 


“There were 64 debtor whoa made 
payments in excess of P100,000 each. 
Their payments aggregated P20,195,- 
654.33, or 59.58 per cent of the total 
collected by the Bank »f Taiwan! 


“There were 70 debtors whose pay- 
‘ments were between P50,000 and 
P100,000, and their aggregate pay- 
ment was P4,920,301.40, or 14.51 per 
cent of the total. 


“Some 266 persons made payments 
in the P10,000 to P50,000 bracket, ag- 
gregating P6,131,540.51, or 18.08 per 
cent of the total. 


“There were 171 persons who paid 
between P5,000 and P10,000, in ag- 
gregate P1,191,903.85, or 3.51 per cen* 
of the total 


“Finally, 1,457 debtors paid the 
Bank of Taiwan sums amounting to 
less than P5,000, or 4.29 per cent of 
the total. 


“In the light of the facts, the claim 
that the Sotto bill would principally 
benefit the “little debtor” fails to hold 
water. Indeed, the conclusion is 
mathematically inescapable that the 
principal beneficiaries would be 64 
persons who are by no stretch of im- 
agination “little debtors,” else they 
-could not have held securit# for pre- 


war loans totaling in excess of 
P20,000,000. 
“This proposed legislation might 


-well have been conceived in purest 
idealism, for the alleviation of dis- 
‘tress among small folk oppressed by 
debt. It does seem odd, however, 
that the benefits should accrue so 
-disproportionately to only 64 persons. 

“National legislation which prin- 
-Cipally benefits only 64 citizens, out 
of a nation of 18.900,000 souls, should 
be scrutinized microscopically before 
it is approved. Right now, more than 
a faint aroma of bagoong attaches t:» 
a measure that would benefit sc fer 
among so many.” 

It would be interesting to know the 
facts as to payments to the Japanese 
in Hongkong and Malaya. A corres- 
pondent in a local paper, Mr. George 
one. was very pertinent when he 
wrote:... 


“For those who are against the In- 
ome Tax I advise them to investi- 


gate into activities of the prewar 
wealthy persons under the Kempeita:. 
Go to the Land Officé and see whi 
actually bought houses when the 
Japanese War Memorial was built 
Then see how they accumulated their 
monies. And teli us whether or not 
their houses should not be heavily 


taxed if not confiscated. Who paid to . 


the Japanese ‘bank liquidators of the 
Allied banks for the iiquidation of 
their prewar mortgages? Why should 
such properties remain intact and be 
protected by a Government paid by 
those who fought for the Allied 
cause?” 


It is obvious that British and Allied 
merchants and residents of Malaya 
and Hongkong were either absent or 
interened and imprisoned. It is pro- 
bable that the bulk of the Chinese 
and Malay population either could 
not or did not pay their debts in 
worthless currency; but a number 
did and it is very questionable whe- 
ther in most cases if at ail any undue 
pressure was brought to bear on them 
by the Japanese. It is fairly well 
known that a number paid vcluntari- 
ly in the hope of liouidating their 
debts with worthless currency. 


It is in favour of these few that 
“the tidal wave of tender solicitude” 
on the part of some of our bureau- 
cratic officials at home have toiled 
for eighteen months to seek a way 
te forgive their debts at the expense 
of their creditors (not apparently at 
the exvense of the Government un- 
less Government will refund the loss 
from reparations) while they are 
quite unaffected by any hardships on 
the part of those British and Allied 
merchaits and other honest citizens 
who will have to pay their debts in 
ful! plus interest. 


If tire promises of Government are 
reliable the Bill to give effect to this 
“tender solicitude” will shortly come 
before the legislatures in Malaya and 
in Hongkong. 


We wonder whether our unofficial 
members, who like the village Hamp- 
dens of old England resisted dicta- 
tion mm the matter of income tax will 
prove their disinterested adherence 
to prinecivle in this encroachment on 
the legislative rights of the Colony 


CONSTITUTIONAL 
PROBLEMS OF 
HONG KONG 


With the departure of the present 
Governor, Sir Mark Aitchison Young 
and pending the arrival of the new 
Governor, Sir Alexander Grantham, 
the Colony faces an interregnum. 
The continuity of progress will how- 
ever be guaranteed by the adminis- 
tration under Mr. D. M. MacDougall, 
the Colonial. Secretary, whose ability 
and initiative have largely contri- 
buted to the orderly and successful 


resurgence of the Colony since it 
liberation. i , 


Sir Alexander Grantham for the 
first twelve years of his service was 
a Cadet of the Colony and when he 
left Hongkong in 1934 had already 
occupied many important posts. He 
has, however, had the unusual and 
valuable advantage vf service in 
other and wider spheres including 
Bermuda, Jamaica, and Fiji and the 
Western Pacific where since 1945 he 
has been Governor and Commander- 
in-Chief. While still a comparatively 
young man of forty-eight he comes 
back to Hongkong with a fresh mind 
and a wider outlook which he can 
bring to bear on the problems of the 
Colony in which he already had a 
long experience. 


The problems are many and in- 
creasing. The tumult over income 
tgx has subsided, but the rehabilita- 
tion of the Colony will require great 
expenditure over many years which 
will necessitate the maintenance of a 
sure and adequate revenue; the or- 
ganisation of the cultural and social 
aspects of life in the Colony are ur- 
gently meeded, not only as necessities 
of civilisation ‘and a corrective to the 
preponderating commercial outlook 
of so many of the residents, but as a 
corollary to the prominent position 
which the Colony is destined to fulfil 
in the future development of South 
East Asia. 


The plans for the popularisation of 
the administration are in embryo 
only. The Legislative Council is to 
have a slight majority of unofficial 
members. The Scheme for the estab- 
lishment of a Municipal Council has 
been :approved in principle, but this 
enterprise of democratic reform may 
be in danger from two sides. 


On the one hand there is the dan- 
ger attendant on attempting to im- 
pose on an essentially Chinese popu- 
lation a form of franchise and elec- 
tion which are the products of the 
West; there are already signs of the 
influence on the measure of those 
whose only experience has been in 
Britain or in the united channels of 
the Colonial Civil Service; there is 
needed a broad, appreciation of the 
philosophy and experience of the East 
in order to achieve that generous 
adaptation which alone can make the 
measure a success. 


On the other hand there is the 
danger that the new Municipality 
may be stifled at birth through a 
conservative aversion to giving it 
enough work, to transfering a real 
measure of administration rather* 
than a token of responsibility. 


What is wanted must not be a mere 
sop to popular feeling nor a mere de- 
legation of some of the routine and 
less popular work such as that of the 
Urban Council which will only serve 
to add to the overlapping of the al- 
ready tangled skein of a_ service 
which, however effective, stands in 
need of reorganisation after a cen- 
tury of constant adaptation to 
ehanging conditions. The process of 
transition will take a iong and pati- 
ent supervision and will not be with- 
out its pains and expense. 
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By the end of April 1947 a total of 
607 factories had wneen registered 
with the Hongkong Govt. while an- 
cther 407 tactories’ applicattions for 
the issue of registration certificates 
were not yet decided. The aggre- 
gate labour force employed in the 
Colony by the end of April, in 1,014 
factories (both registered for even- 
tua] issue of a certificate and al- 
ready granted such certificate), was 
51,600, of which 32,900 were nien and 
18,7000 were women. 


Against the approximate number 
of labourers employed by the end 
of 1946 (compare our issue of Feb. 
19, page 95) of about 30,000, and a 
labour force of some 40,000 by the 
end of last Febuary (compare our 
issue of March 5, pp. 117-9), the pro- 
gress in industrial production, in 
spite of temporary sctbacks and 
slumps, is best illustrated py the fact 
that st present there are almost 
52,000 workmen and women employ- 
ed in local industrial establishments. 


The actual figure of industrial 
labour is much higher on account 
of two factors: i) only those work- 
shops and factories which employ 
either more than 20 labourers or use 
mechanical power are required to re- 
gister, and ii) there are many fac- 
tories, particularly in Kowloon, 
which so far, out of ignorance of the 
law or neglect, have not yet sent in 
their application for registration 
(which necessitates, prior to the 
issue of a certificate by the Govt, an 
inquiry into the sanitary and general 
working conditions of a plant). In 
these two categories of unregistered 
industrial establishments of Hong- 
kong an estimated total of 10,000 to 
12,000 may be currently employed. 


The by far largest industrial group 
employing local. labour dre the ship- 
yards. About 30% of ali industrial 
workers, or about 15,000 people 
(mostly men), were on the payroll of 
the local ship builders; the Taikoo 
(Butterfield & Swire) yards being 
the most important employer, follow- 
ed by Kowloon docks. 


There are over i100 industrial 
groups carrying on production here 
The variety of production has been 
increasing month by month and so 
has the number of newly registered 
factories as well. 


Next in importance to the ship- 
yards, as far as the employment of 
industrial labour is concerned, comes 
the textile industry which has about 
9,500 on its payroll (the majority 
being women); the knitting mills 
employ some 4,700, and the weaving 
mills about 4,000, the garment & 
shirt makers about 600, the hosiery 
mills ‘about 130. 


Other leading industrial employers 
are the following industrial groups: 
Metal ware factories: nearly 3,000; 
Rubber ware: 3,750; Printing: almost 
‘2,000; Engineering: 1,000; Matches: 


1,000; Electric Torches: 1,450; Bat- 
teries: 580; Buttons: 520; Ginger & 
Preserves: 490; Glass: 450; Hats: 460; 
Oil installations: 560; Tobacco: 570. 


The gas, telephone, tramway and 
two power companies among them- 


selves employed by the end of last 
month over 3,300 workers. 


Registered Factories 


Up to April 30, the following num- 


ber of factories’ applications and 
issued certificates were registered, 
here: 


H.K. Island Kowloon Total 
Applications for 


Registration ... 253 761 1,014 
Certificates issued 
to Factories ... 177 430 607 


Against March, there was an in- 
crease of 45 certificates issued. 


During the month of April, 28 new 
factories registered (8 on the Island 
and 20 in Kowloon). The applicants 
in April include: 4 weaving mills, 2 
cold storage plarits, 3 knittings mills, 
each 2 printing, glass, flour & 
rice mills, metalware, electric plating 
establishments, and each one en- 
gineering, garments & shirt, aerated 
water, electric bulbs, tin can, ice, 
paint, chemical and bean curd 
manufacturing establishment. 


Industrial Operations. 


The shipyards are doing capacity 
work, they are fully occupied with 
rehabilitation and extension.of the 
docks, and repairs and new con- 
structions of ships of varying ton- 
nage. The Taikoo yards will soon 
resume the building of large ocean 
going ships (over 10,000 gross tons). 


The textile mills have suffered re- 
cently from slack demand overseas, 
and operations in tke majority of 
factories had fallen off. Thin sum- 
mer material is the best article at 
the moment. Orders fom Singapore 
have been rather few or late, and 
the local market remains not very 
interesting. Exports to India may 
improve during next weeks.. 


-The big scare hanging over the 
mills is the-impending resumption of 
Japanese textile exports; in a num- 
ber of Far Eastern markets some 
shipments from Japan have already 
arrived or are expected to arrive 
shortly. The re-entry of Japan into 
the world market has caused a gen- 
eral price decline esp. in cotton and 
rayon textiles. Importers in Western 
Pacific markets are holding out for 
cheaper prices which are. around the 
corner. The “South Seas markets” 
will present a tough business pro- 
position for local piece goods ex- 
oprters not only on account of the 
“Rising Sun” about to rise again, 
but also because of the comparative- 
ly high price level in Hongkong. 


The high cost of labour is a re- 
current argument advanced by local 
industries when inquiries are made 
as to the slow progress of their busi- 
nesses, 


The rubber shoes industry has 
been quiet during recent inonths, de- 
veloping the local market and other- 
wise pushing sales in Malaya, Siam 
and elsewhere in the Far Bast; how- 
ever, factories producing rubber can- 
vas shoes in Malaya will curtail local 
exports. Some gloomy factory own- 
ers even think of the Indian and 
West African markets as practically 
lost due to the impending start of 
operation of similar factories in these 
areas. The U.K: market, on account 
of too high local offers, is still closed. 


The paint & varnish factories en-, 
joy since many months a veritable. 
boom. The prewar production level 
has been reached, in several cases 
left behind long, ago. Further in- 
creases of exports are expected in 
this rather new but very successful 
lccal industrial branch. ° 


Feather works are, by & large, 
operating at about 25% of the pre- 
war level. 


Ginger, preserved fruits, jam fact 
tories are assured of large orders and 
have been producing in April for 
near-future export requirements. 
Still, this industry is far from the 
high level of prosperity attained in 
the years prior to the outbreak of the 
war in 1941. 


The Printing industry is enjoying 
an unprecedented prosperity with 
practically all the larger plants 
working, since many months, at full 
capacity. Prices charged are very 
high and there are many establish- 
ments which cash in on the situation 
by demanding, and obtaining, exces- 
sive rates for their work. 


Hand torch batteries have been 
complaining that Americgn imports 
are seriously damaging their local 
and Far Eastern markets. While thé 
local product is recognised here as of 
equal and often -better quality than 
the one “made in U.S.A.”, the import- 
ed article is selling here at 10% less 
than the locally made battery. 


_ Hosiery knitting was very actiye in 
April and expects good work con- 
ditions during the summer. 


Industrial Inquiries. 


Several Shanghai industralists 
have been making inquiries regard- 
ing the erection of various plants 
here. Interest was also evinced hy 
some overseas Chinese who think 
that, as far as investment in indus- 
try is concerned, Hong Kong may 
offer more facilities than South 
China. 


A serious plan was advanced hefe, 
supported by American Chinese. 
which provided for a very large 
alcohol factory producing about 
2,000 gallons per day. The idea is to 
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sell the product to China and Far 
Eastern markets. The high cost of 
operation here was, eventually, re- 
garded as militating against the im- 
mediate construction of a plant, and 
the whole scheme, like quite a few 
others, was put off until the local 
price level will permit an industrial 
production which could be expected 
to compete with prices charged 
abroad. 


High Cost of Production. 


It is unfortunately true, but 
through no fault of conditions 
peculiar to this Colony, that cost of 
living and consequently cost of pro- 
duction are very high and thus, in 
many cases, eliminate iocal_competi- 
tion in foreign markets. The local 
importer is very often able to obtain 
abroad similar industrial products 
which, when shipped here, still un- 
dersell locally manufactured goods. 


As a consequence of the constant 
deterioration of the financial posi- 
tion of China, cost of ‘iving in China, 
expressed in terms of foreign ex- 
change, has markedly decreased. 
Production costs of many industries, 
notably the textile mills in Kwang- 
tung, are—again in terms of foreign 
exchange—today much lower than at 
any previous period since the end cf 
war. Naturally, such relatively low 
production costs are true today only 
and might easily change if the 
financial position in China should 
turn against the present trend. 
which now definitely favours and 
facilitates Chinese exports. 


The local industry, which only 
several months ago was able to sell 
much cheaper than Canton, faces 
now serious competition. That means 
that exports from here particularly 
into South China of f.i. such previous 
favourites as rubber shoes, cotton 
goods and batteries, cannot con- 
tinue: first, there is Chinese domestic 
production which offers its goods 
under the Hongkong price, and. 
secondly, the competition of especial- 
ly U.S. imports in Uhina “becomes 
more pronounced. A piece of cloth 
(40 yards) when woven in Canton -to- 
day would cost about 3% less than 
one*made here. Some local weaving 
mills, therefore, think of establishing 
branch factories in Canton; on sec- 
ond thought they may abstain from 
it since ecoromic insecurity, . apart 
from the vagaries of the Chinese ex- 
change, will prove too heavy a risk. 


An anomalous position has arisen 
in the textile industry of Hongkong 
owing to the present high cost of 
production compared to the one of 
Canton; while only a short time ago 
there was much clamour for more 
and assured supplies of cotton yarn 
(from Japan, through Dept. S.T. & 
I.), now there is a plethora of yarn 
in the market; all black market yarn 
prices have collapsed, -.and one is 
often able today to purchase yarn 
cheaper from the black market 
dealers than from Govt. 
market is “overfed.” 


The yarn 


FAVOURABLE TRADING 
CONDITIONS IN SIAM 


A Report by H. B. M. Com mmercial Counsellor in Siam 


The quickest method of travel to 
Bangkok from England is now by 


B.0.A.C. flying boat from Poole, via’ 


Caicutta and Rangoon. A less con- 
venient route is via Singapore. The 
railway connection petween Singa- 
pore, Penang and Bangkok, so good 
before the war, is now operating for 
through passengers, but very slowly 
and irregularly, for the rolling stock 
is still in bad condition. Arrange- 
ments are, however, Yeing made to 
purchase new material partly in 
Europe and partly in India and the 
United States. (Several British 
manufacturers of railway equipment 
are well represented by a local 
British firm in close touch with the 
railway administration.) 


In considering Siam’s economy, it 
must be remembered that the coun- 
try is predominantly a producer of 
food (mainly rice) and raw materials 
(mainly teak, tin and rubber). In- 
dustry hardly exists: except for some 
local production of cement, paper, 
cigars and cigarettes, together with 
some refining of sugar and alcohol. 
There is also minor production of 
leather, native earthenware and a 
little canning, but the impact of 
these nascent local industries on im- 
ports is unlikely to be noticeable for 
a considerable time. The economic 
health of Siam, therefore, depends 
almost entirely on her agricultural 
and mineral resources, which in the 
past have provided her with suf- 
ficent income to meet her needs in 
imported manufactures and capital 
equipment, and should continue to 
do so-in the future. 


Local consumption is, in spite of 
the influx of rich and poor Chinese, 
limited and cannot sustain any size- 
able industry; but even if some fac- 
tories would jadjust their output to 
local consumption only they © still 
could not succeed as imports are 
freely admitted here.and can under- 
seil almost anything manufactured 
in Hongkong. 


Some manufacturers, probably 
those with education in contem- 
porary techniques of’ restrictive 
economics, suggest that Hongkong 
either prohibit from importation or 
otherwise levy a very high (pro- 
tective) import duty on some select- 
ed imports of suchcommodities 
which are locally manufactured (in 
good quality and equal to the 
foreign standard). 


However, since the Colony is a 
Free Port, and cannot well deviate 
from this situation without being 
dragged into more and increasing 
concessions to other interests 
(domestic and foreign), such sug- 
gestions, although quite reasonable 
and deserving of sympathy, cannot 
be realised. j 


Imports and Exports. 


Prewar-exports from siam (rice, 
tin, teak, etc.) averaged some 
£17,000,000 a year and imports about 


£ 10,000,000 (textiles, machinery, 
vehicles, railway equipment. oil, 
paper, provisions, etc.). The follow- 


ing table shows the share by value 
of the main countries exporting to 
Siam for the years 1937 and 1938:— 


Imports into Siam 1937 1938 

£000 £0006 
TAPS) RNa ..seeencateeeees 2.881 2,291 
British Malaya ............ 1,670 1.822 
United Kingdom ......... 1,012 1,195 
Hong PSone Sc 8375 988 
Netherlands East Indies 294 308 
China) tee aes, «ae eee , 2245 259 
Germany es sscwvecomeereeis 182 800 
United States ............... 744 666 
India ..3sh cc eee eee 351 522 


It will be seen, therefore, that the 
bulk of the goods came from the 
British Empire and Japan, and that 
Japan was our keenest competitor 
before the war. Indeed, in spite of 


the campaign gainst Japanese 
goods by Chinese dealers in 1937 and 
1938, Siam’s chief import, that of 


cotton piecegoods, virtually remain - 
ed a Japanese monopoly. Of the 
principal commodities imported into 
Siam in 1937 and 1938 the chief ex- 


ports from the United Kingdom 
were: 

Commodity 1937 1938 

£ £ 

Iron and steel ; 

manufactures 134,527 
Vehicles 56,948 
Paper iG). ettaeneeere 17,432 
Cigarettes 256,893 
Spirits 30,946 
Chemicals” ti. ncn eck. 24,349 30,093 
Machinery and ma- 

chine tools ...5..0% 90,949 127,358 

India and China later on will 
doubtless fill in the gap left by 
Japan’s temporary disappearance 


from the export field; as an indus- 
trial country and in accordance with 
the post-war declaration, however, 
Japan will of course recover at least 
some of her pre-war trade in the 
future. American competition also 
seems inevitable in time, though not 
at present menacing because of 
Siam’s acute shortage of dollars. To 
some extent this shortage has been 
relieved in the last few months by 
the release of ,Siam’s assets in 
America and also by the grant of a 
credit of up to 20,000,000 dollars for ' 
the purchase of war disposals and by’ 
additional dollar credits for the: 
acquisition of lend-lease locomotives, , 
etc. from India. 


There has also been talk of a re-. 
habilitation credit of 10,000,000 dol- 
lars, but so far the %xport Import | 
Bank have not been torthcoming. 
Consequently, the exchange position 
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remains difficult and «nly when tin, 
teak and rubber begin once more to 
be exported in any gquantity is it 
likely to improve. 

Economic Problems. 

At present, indeed, the economic 
equilibrium of Siam is gravely af- 
fected firstly by the tremen- 
dous currency expansion that 
occurred during the Japanese oc- 
cupation; secondly by che shortage 
of foreign exchange (which in turn 
is due to the difficulty in getting ex- 
ports, particularly rice, moving and 
the continued freezing of certain 
Siamese assets held in London*). 
And thirdly because only in the last 
nine months has foreign trade (other 
than smuggling) resumed. 


When the Anglo-Siamese rice 
agreement was concluded last May. 
it was confidently hoped that rice 
exports would attain 100,000 tons a 
month and that as a resuit the sterl- 
ing pool here would yenefit during 
the twelve months of the agreement 
to the extent of about £15,000,000. 
Unhappily, for a variety of reasons, 
but primarily because ihe price per 
ton was toc low to attract the 
Chinese middlemen who virtually 
feo the trade, exports have so far 
fallen well below these expectations. 

In spite of these difficulties, how- 
ever, local British firms have re- 
opened with laudable zeal and en- 
treprise. Three British. panks and 
some twenty-five British business 
houses are now operaitng again in 
Bangkok (in addition to a number of 
British-Indian firms) and include a 
dozen general export-import houses, 
through whom United Kingdom 
firms can most conveniently conduct 
their business with Siam, whether on 
an agency basis or otherwise. 

A good spirit of co-operation exists 
among these local British concerns, 
and a British Chamber of Commerce 
has recently been set up. There is 


also a  British-Indian Chamber. 
Some British tin mines and some 
Australian leased mines are being 


Started up again. Owners of rubber 
estates and forest lessees are also 
gradually getting going. 

Import duties in Siam are reason- 
able, but higher than before the war. 
Export duties have also been raised, 
but it is hoped that some at least of 
these will be abolished or reduced 
before long in the interest of Siamese 
foreign trade balances, which will 
show a deficit this year, and which 
can hardly reach a surplus condition 
before 1948. 

Relaxation of Controls. 

Various measures to reduce the 
unfavourable balance have been 
tried, the latest being a relaxation 
of import, export and exchange con- 
trol of which it may be useful to 
give some account. The new regula- 
tions which came into force on 
January 27, dispense with import 
licences (except for firearms, ex- 
Plosive, munitions, opium and dan- 
gerous drugs); and export licences 
are required only for tin, rice and 
other foods, livestood textiles and 
certain kinds of wood. The foreign 
exchange proceeds of tin, teak, 
Tubber and rice have to be surren- 
dered to the Siamese authorities, but 


50 per cent. of the exchange on each 
transaction (10 per cent in the 
case of the rice) is reserved 
for the exporter’s own use. All other 
exports are free of exchange control. 

Certain priority imports (e.g. tex- 
tiles) may be paid for with privileged 
exchange obtained at the fixed of- 
ficial rate (40 ticals to the £) from 
the Bank of Siam if this is available. 
Other imports do not require any 
foreign exchange licence and are 
paid for with the exchange accruing 
to exporters of the restricted com- 
modities or with exchange obtained 
on the free open market, which has 
been legalised. 


How successful this measure will 
prove to be judged by the extent to 
which exports (of rice in particular) 
get moving. It would certainly be a 
mistake to under-rate the problems 
the Siames Government are up 
against at the present time. Like all 
countries undeveloped industrially, 
any efforts of the Government to 
bring order out of chaos are not 
made easier by a comparative lack 
of social conscience of the people. 
The failure to comply with regula- 
tions, the pilfering and thieving of 
equipment on the railways and docks, 
as well as of teak on the forest 
estates, and the housebreaking and 
looting in Bankok itself, are all evi- 
dence of this. 

Goods in Demand. 

On the other hand Siam’s economy 
is fundamentally sound and, subject 
to the temporary difficulties, there is 
an almost unlimited market in Siam 
for literally every kind of textile and 


consumer goods, including processed 
foods and household equipment, 
furnishings, stationery goods and 


fancy ware as well as for capital 
equipment. Motor vehicles and their 
equipment, electrical zoods, tools and 


eeneral hardware, are also in great 


demand. 

Siam is well dispcsed towards 
Great Britain and British manufac- 
turers would do weil to be patient 
and persevere in that market in view 
cf the period of industrial develop- 
ment which lies ahead of Siam. 
Quick delivery orders which ex- 
porters should take care to secure, 
backed up by reasonable terms of 
payment in sterling 1s, of course, 
very important. Moreover, since it is 
cn efficency and quality rather than 
on quantity. that United Kingdom 
manufacturers must rely in such a 
market at present, especial care 
should be taken to ensure that goods 
are well packed, up to standard and 
exactly as specified in the order. 
Business men should where possible 
visit Siam taking with them samples, 
cataliogues or models of the goods 
they have to offer. It is in these 
ways that Britain can secure a valu- 
able foothold for the future in a 
country whose needs are complemen- 
tary to ler own. 


* These substantial sums held in 
blocked sterling accounts in London 
provide cover for claims for war dam- 
age to British firms and individuals 
in Siam. A Claims Commission has 
been set up in Bangkok to deal with 
this complicated qestion. 


THE 
RUBBER MARKET 


Singapore and Penang quoted on 
May 9, Straits $0.42-1/4 f.o.b. spo:. 
and 43-1/4 f.o.b. June. There were 
mostly sellers in a market which 
showed little interest in trading. 


The New York rubber market, re- 
opened on May 2 after over 5 years 
suspension, quoted on May 9 the fol- 
lowing prices for futures: (all prices 
per pound, in US$ cents) September 


19}, October 19.35, November 19.20 
December 19.06, January 1948: 18.94. 
and through to July 1948, mostly 


nominal rates. 


The New York Commodity Ex- 
change transacts rubber futures as 
from September only, in contracts, 
i.e. 10 long tons of ribbed-smoked 
sheet of heavy plantation rubber, 
grade 1-4. Spot deliveries in U.S. are 
practically only available from Govt. 
stocks, prices ranging between 
US$0.23 to 24-1/2 per pound. The last 
free market price in 1941, after’ Pear] 
Harbour, was 22-1/2 cents. 

London Quoted tor May/June 
13-3 /4d. July /Sept. 13-5/8 seller. 


Rubber Statistics from British 
Malaya. 
Figures for the year 1946 will be 
found in our issue of April 30, page 
209. 


During last February imports “of 
rubber and wet rubber (dry 


ar 
wegnt) into Malaya totalled 20.461 
tons respectively. The importing 
countries were as follow: 


Dry rubber: Sumatra, 8,943 tons: 
Dutch Borneo, 1,449 tons; Java and 
other Dutch Islands, 678 tons; Sara- 
wak, 2,843 tons; British Nort: 
Borneo, 567 tons; Burma, 899 tons: 
Siam, 4,826 tons; French Indo-China, 
and “other countries,’ 201 


55 tons; 
tons. 

Wet rubber: Sumatra, 7,083 tons: 
Dutch Borneo, 168 tons; Java and 


other Dutch Islands, 49 tons; Sara- 
wak, 10 tons; British North Borneo, 
10 tons; Burma, 39 ton; Siam, 162 
tons; and “other countries,” 3 tons 


Export: Shipments of sheet and 
crepe rubber in February totalled 
68,809 tons, of which 14,125 tons went 
to the United Kingdom; 18,217 tons 
to the Continent of Europe; Britist. 
Possessions 11,320 tons; and “other 
countries,” 11,175 tons. 


Exports of latex, concentrated latex, 
revertax (dry rubber contents) in 
February amounted to 768 tons. the 
chief destinations being the United 
Kindom, 562tons; the United States 
19 tons; the Continent of Europe, 161 
tons; and British Possessions, 24 tons 


Stock: Dealers’ stocks of all grades 
of rubber at the end of February in 
Singapore, Penang and Province 
Wellesley totalled 64,558 tons 


Port Stocks: (Port authorities, pri- 
vate lighters and railway godowns) 
at Singapore, Penang, Prov. Wellesley 
and Port Swettenham amounted to 
30,144 tons. 
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EXCHANGE & FINANCIAL MARKETS 


. Hongkong Unofficial Exchange 

Transactions. 

As several times pointed out in 
these columns, the local unofficia: 
market has lent itself, with increas - 
ing importance, to arbitrage trans- 
actions between the various parts of 
the sterling area and a number of 
- hard currency markets (Europe and 
the U.S.). Inward & outward remit- 
tances of £ (or £& area currencies) 
are often used for .purely financial 
operations only. The control over 
such transfers, in a market like 
Hongkong which is half inside and 
half outside of the sterling area, ap- 
pears to be necessary. 


It is the very reasonable policy of 
the Exchange Control in the Colony 
. to do everything which can facilitate 
the local entrepot trade. Importers 
of goods from hard currency coun- 
tries are therefore at liberty to pxo- 
‘ceed with their business as long as 
these goods are destined for export 
to China, Siam, Indochina. or other 
neighbouring areas. 


The maxim of promotion of Hong- 
kong’s entrepot trade is, theoretical- 
ly and practically, not compatible 


with the war-time.emergency re- 
gulations governing foréign  ex- 
change transactions: ‘Defence /Fin- 
ance/Regulations); ‘however, our 


heterogeneous character cannot un- 
.dergo any changes until the return 
of free exchange markets. For the 
time being, and it will be a consider- 
able time,, Hongkong will have to 
muddle through. 


” While the progress of international 
trade from and through Hongkong, 
which is the raison d’etre of this 
place, requires certainly official bene- 
volence and understandin§g, the utili- 
zation of the peculiar condition of 
this Colony for the benefit of inter- 
-national exchange operations should 
not go unchallenged. 


That Hongkong has never been a 
full-fledged member’ of the sterling 
area was cleverly used, and also often 
exploited. by a good number of local 
‘citizens but very much more so, and 
with scientific application, by a host 
of post-war chevaliers d’industrie 
and sundry arrivals. - 


Since we are with one foot in the 
US dollar area and with the other in 
the sterling area.a different financial 
policy is called for. The principle of 
such would comprise the control of 
sterling transfers to a certain extent 
thus reducing—since elimination 
seems tc be neither necessary nor 
realiseable—the volume of specula- 
tive US$ transactions, and protecting 
the otherwise deteriorating sterling 
position. 


It is sometimes argued, by the men 
of good will towards all, that the 


actual. “black market” business in. 


US$ is, from an Empire point of 
view, insignificant so that any restric- 
tive measures here would not justify 


the result to be possibly achieved; 
however, it is regretted that the bene- 
ficiaries of the anomalous (or shall 
we say, epicene) nature of post-war 
Hongkong are those who least de- 
serve the rich bounties. 


Continued CN$ Weakness 

During the week under review 
(May 5-10) the Chinese dollar drop- 
ped to record low levels but towards 
the end of the session recovered 
slightly. Lowest prices for CN$ were 
as follow: (for CN$1 million) local 
spot HK$217, forward HK£137, T.T. 
Shanghai HK$142, J.T. Canton 
HK$180. In view of the 
cal detenworation in China and the 
threat of civil disorders in Shanghai 
and otner leading cities in Central 
end North China, the outlcuk for the 
CN$ rate on the local open market is 
definitely discouraging. Further de- 
cline in quotations must de ‘antici- 
pated. The local a !a haisse specuia- 
tion is bound to reap profits. 


Shanghai flight capital was again 
as insistent as during recent weeks. 
Many billions of CN$ are converced 
during every week into HK$ or. into 
gold, US$, local stock & shares, real 
estate and imported goods. Shanghai 
capital has also used the purchase of 
stocks & shares, Chinese or foreign, 
quoted and availiable in China, as a 
medium for convenient ilight abrded. 


The Canton—Shanghai domestic 
remittance rate was, in terms of the 
Canton dollar, very Strong, moving 
around Canton dollars 77-79 (ie. a 
discount of the Shanghai dollar of 
about 21-23%). Similarly, Shanghai 
dollars were heavily discounted all 
over South China. In other words, 
there continued a stepped-up process 
of outflow of paper ‘money from 
Shanghai, where practically all the 
trillions of CN$ are produced in 
day & night shifts. 


The Shanghai black markets were 
very active; trading was hardly ia- 
terfered with by the secret police 
who appear to have been persuaded, 
by whatever appropriate means, to 
leave matters to the free interplay 
of demand .g¢ supply. Rates were 
erratic and, on account of the daily 
wide fluctuation of CN$, the margin 
between the daily high & low prices 
was excessive. Much business was 
put through in HK$ notes at around 
CN$6,000 to 6,300, in US$ at CNS. 
30,000 and over, anc in gold bars of 
one troy ounce at around CN$1-1/2 
million. 


The Canton black market was un- 
der renewed attention cf the Kwang- 
tung Provincial and Canton Mouni- 
cipal authorities; however, the grue- 
some reports issued py several au- 
thorities in Canton, and published in 
the vernacular press, about arres‘s 
and prosecutions and whatnot, are 
not quite true. Whenever there is 2 
recrudescence in trading in gold and 
foreign exchange in Canton, some 
sort of official statement has to be 


politi-. 


issued, if only to please Nanking and 
prove to the Qentral Govt. that Can- 
ton is not sleeping or condoning the 
black market operations. 


Unofficial exchange rates are quot- 
ed in Canton, and there are at least 
two private services which publish, 
in printed and mimeographed form, 
the daily rate (opening, high, low, 
ee morning & afternoon). The 
entre of the exchange business is in 
the street. known as ‘“Sap-Sam 
Hong’, which some ‘fanciful writers 
have nicknamed “Canton’s Wall 
Street”. This narrow’ and dirty 
street is, by & large, typically native 
in both looks and business methods 
used. There is, of course, much busi- 
ness done in other places in Canton, 
and those who most fortunately 
possess gold or foreign exchange are 
well apprised of the location of native 
banks and brokers where daily rates 
are to be obtained and business can 
be transacted. The clients include 
many of the high & mighty whe, 
without gold and foreign exchange 
possessions, would neither he high 
nor mighty. The HK$ quoted at the 
beginning of last week around CN$- 
4,500, snd topped later ‘CN$5,300. 


The Gold Market. 

In spite of low prices.and no in-" 
centive for trading during the week 
under review, as also in several pre- 
vious weeks, the turnover was rather 
large and there was no dull day. Tne 
highest price during the week was 
$273, and the lowest $260-1/2 (per 
tael). But usual fluctuations were 
not more than $1 or 2 during a morn- 
ing session. Chinese gold markets 
are still quoting lower ar, at best, the 
same price as Hongkong, and con- 
sequently there is no hope for .an 
oo resumption of gold exports into 

na. 


The Canton market,quoted one 
tael at between HK$260-266 (equiva- 
lent for CN$ rates). 


The last import of Mexican gold, 
about 15,000 taels, was reported in the 
market; this gold actually was con~ 
signed for Macao and comprises the 
final lot which could be imported 
under Hongkong Govt. transit perm'** 
(compare our issue of April 30, page 
202, where the position was review- 
ed). Of all gold licensed (in transit) 
here for importation into Macao. 
only about 65,000 taels, previously 
licensed but cancelled on April 23, 
have not been shipped. The market 
reacted with no appreciation whatsn- 
ever to the report of the arrival of 
the 15,000 taels most dealers being 
of the- opinion that there is still 
plenty gold in town which it is not 
easy to sell locally or elsewhere. 


Local Bank Note Markets. ¥ 
Indochina Piastres were firm and 
quoted once as high as $14 (for 106 
Piastres). The reports from Saigon. 
indicating that a peace agreement is 
tc be drawn up soon sind that hosti- 
lities will then cease, have stimulated 
some speculative buying. On the 
other hand I.C.$ holders were con- 
fident of better prices and did no 


FAR EASTERN ECONOMY REVIEW 7 


longer, as was previously the case, 
despondently dispose of their invest- 
ments. The immediate future of the 
1L.C.$ is bound up entirely witn politi- 
cal developments in that country. 
The outlook appears to be promising 
provided that no last minute snag 
again foils present negotiations. 


Sterling notes are now as dead as 
the proverbial doornail; rates wer- 
unchanged at $14.25. 


It is an interesting reflection on 
the financial education of part of 
the British Forces stationed nere that 
whenever there is a greater exodus 
of troops (either for service at Home 
or demob), the £ quotation goes up. 
Obviously the locdl milieu has in- 
fluenced these young men and made 
them wise to the intricacies of pre- 
peony irrational exchange fluctua- 

ons. 


The Siamese baht remains firm 
and some speculative buying drove 
the price up to HK$32-i/4 (for 100 
baht). Should the restless Shanghai 
speculation in the local market hit on 
the “baht idea”, this otherwise neg 
lected counter is in for a hot season. 
Under normal conditions, i.e. without 
undue speculative influences, the 
oe should still further improve in 
price. 


The Nica guilder'was neglected and 
prices dropped to $31 and even 39 
(for 100 guilders)..That is a far cry 
from the recent high of $53 at the 
end of last March, when one was at 
that time impressed by the March 25 
peace agreement between the Dutch 
and the Indonesians (compare our 
issue of April 2, page 169). At the 
present rate, the guilder is very much 
undervalued and should not remain 
long at a level under $35. 

Official Exchange Transactions 


Merchant business was done at the 
fixed rates (cf. our issue of April 16. 
p. 181). 


Interbank exchange business was 
done at the following rates durinz 
the week under review (May 5-10): 
Sterling, selling at 1/3, for February 
delivery, comparatively few sellers. 
There were good buyers at:1/3-1/32 
for spot. The undertone was steady. 


US$ sellers were few and far be- 
tween at 25-1/8, while substantial de- 
mand offered 25-3 /16. 


India Rupees: sellers 93-7/16, 
buyers 83-1/2; a fair turnover. 


The American Dollar. 


There was a_ steady business in 
US$, notes, drafts & T.T. at almost 
unchanged prices but with a firm 
undertone. The US$ speculation is 
largely engaged a la hausse, and 
many holders are not willing to sell 
at current rates. Notes fluctuated 
between HK$458-468, with-small dif- 
ferences made for $1, 2 &5 denomina- 
tions (abt. 1% discount). Lutge de- 
nominations, i.e. US$50, 100 and 500, 
are no longer discriminated against 
since the US. Govt. has, some time 
ago, lifted the temporary impurt em- 
bargo on these big notes. One can 
now freely import into the U.S. anv 
amount of notes in whatever de- 
nomination. 


Drafts sold between HK$468-475 
(for US$100) for “big” drafts, (fcr 
larger amounts) while “small” drafts 
had to suffer a-discount from 1-1/2 
2%. 


T.T. New York was much in de- 
mand by merchants, prices paid 
varied from HK$510 to 520. Some 
large business was put through at 
515. It seems that this rate will, for 
some time to come, remain the aver- 
age. If some very optimistic holders 
ot US$ accounts in America feel that 
rates wili not improve above the cur- 
rent level, they will dispose of their 
hedges in order to invest their fuads 
in something which will bring re- 
turns. 


Overseas family remittances are 
increasingly channelled into direct 
merchant business; local recipients 


advise their friends and relatives in 
U.S. to ship to them certain Ameri- 
can goods. ,or they leave it to them 
what to select and dispatcn. A very 
large variety of locally displayed 
goods, imported from America. re- 
sult, from these shipments in lieu of 
US$ drafts. Many of the leading 
stores and shops buy regularly from 
the recipients such goods as fanrics, 
fountain pens, ladies’ hand bags 
stationery and office equipiiitnt, cos- 
metic and toilet articles, etc., etc. It 
appears that this trend is becoming 
more popular, and may tead to a 
palpable decrease in actual money 
remittances particularly if destined 
for Hongkong and Macao residents. 


Hongkong Clearing House. 


Totol clearings of member banks 
of Hongkong Clearing House for the 
month of April amounted to 
$541,751,540, an increase of 16.72 per. 
cent over the month of March 


($464,164,534). The April figure 
presents Hongkong’s record. 


re- 


The increase of over $77 imllion is: 
partly due to the great activity wit-- 
nessed during April on the Stock Ex- 
change market where record turn- 
overs were reported (cf. our issue of 
April 16, p. 188). 


However, the influx of capital froru 
Shanghai and the general brisk trad- 
ing activity in the Colony have 
strongly contributed to the remark- 
ably high clearing total. It is for the 
first time that half a billion dollars 
were exceeded which fact in itself 
reveals a_ satisfactory degree of 
prosperity in this Colony. 


Chinese Export Embargo on Gold, 
Exchangs & CN$ 


Anybody leaving China is per- 
mitted only to export personal gold 
ornaments of a maximum weight, of 2 
taels (75-1/2. grammes); gold bars 
are prohibited to be carried out of 
Chine. Chinese and foreigners leay— 
ing China are allowed to take with 
them a maximum of CN$500,000 (at 
current black market rate about US$ 
17) and US$100 (or its equivalent in 
other foreign exchange). 


Chinese and foreigners entering 
China must report to and register 
with the Chinese Customs the total 
amount of foreign currencies 
carried which will be exchanged at 
the official rate into CN$. Non- 
declared foreign currencies will he 
handled exclusively by the Central 
Bank of China or by this bank’s 
authorised exchange agent. 


With regard to -:ravelling be- 
tween Hongkong and Canton the fol- 
lowing procedure has to be observed: 
Foreign currency carried by passen- 
ger entering China by way of Tai- 
shan Station and the Kowloon Rail- 
wav Station will be exchanged into 
CN& by the Farmers Bank of China 
at these stations. Passengers intend- 
ing to travel to China by way of other 
Kowloon Custems Stations will be re- 
quired to exchange their foreign cur- 
rency into Chinese currency at the 
Hongkong office of the Farmers 
Bank of China. In all cases the 
Farmers Bank of China will issue 1/2 
million CN$ and cashier orders pay- 
able in China. These drafts are to ke 
declared and produced to the Cus- 
toms for inspection at the Kowloon 
Station concerned. 


UNOFFICIAL EXCHANGE RATES IN HONGKONG 


(In Hongkong Dollars) 


CN$ (per one Million) 


Gold per tael Spot 

May High Low High Low 
Des 2695 235 2264 
6 2702 2694 232; 2173 
Tee SeArdt) 2655 227508 222) 

8 265 2623 230 224 

Oma 2604 240 225 
10 2683 2643 230 2273, 


Forward S’hai Canton US$ (per 100) wl I.C.$6 Guilder Baht. 
High Low TE. ude INOtES Draft Notes (per 100) 
180 1683 175 220 464 412 14.25 1l 32.25 20.4 
160 135 150 190 467 473 14.25 123 31.40 211 
1673 137% 145 185 463 469 14.25 133 30.50 21.4 
LIDS e523 165 200 651 472 14.25 123 30.70 21.6 
1873 | 1674 180 210 460 470 14.25 1153} 31 21.9 
1873 170 185 220 564 471 14.40 123 309 22 
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Progress of Inflation in China. 


The advance in all-round prices 
and cost of living can be measured 
by comparing current open market 
shere quotations and black market 
gold and exchange rates in Shanghai. 
Since the beginning of 1947, gold has 
appreciated by almost 300%, and the 
US$ by about 350%, taking May 3 as 
the last day of comparison. 


Chinese shares during the same 
period, Jan. 4 to May 3, 1947, appre- 
ciated as follows: 


Wing On Co. 2,300%, Mayar Silk 
1,500%, China Match 1,200%, and 
Commercial Press 15,000 (fifteen 
thousand) per cent. 


British shares appreciated as fol- 

tows. Ewo Cotton, Shanghai Lands, 
Wheelock, Asia Navigation each by 
about 900 percent, and Shanghai 
Dockyards, Ewo Brewery, Paper In- 
dustries and Metals Industries each 
by about 1,100 percent. 


Previous comparative prices of 
Chinese and foreign shares in Shang- 
be= will be found in our issue of 
April 16, under “Hongkong Stock & 
Share Market.” 


Modification in the System of 

Foreign Exchange Allocations 

The Financial Secretary of Hong 
Kong Govt. announced on May 6&, 
that a new system for the allocation 
of US$, Canadian $ ard Philippine 
Pesos will be adopted. At present 
lccal importers apply for US$ ete at 
the Exchange Control Office for 
allocations in every individual case. 
In order to simplify the administra- 
tive handling of these ' applications 


foreign exchange quotas will be 
introduced. 
These quotas will pe allotted tc 


importers on the following’ basis: 


(1) About the same aggregate 
quantity of US. anadian and 
Philippine imports which have been 
shipped to Hongkong during the 
period June through December 1946 
will be granted exchange for the 
June/December 1947 period 


(2) Exchange quotas will be allow- 
ec only for those commodities and 
raw materials as are published be. 
low. m @ list under two Schedules, A 
an i 


(3) The Dept. of Supplies. Trade & 
Industry will register importers and 
their exchange requirements by 
taking into consideration the total 
amount of exchange set aside for a 
particular commodity, and estimat- 
ing the previous trade done by every 
applicant in every commodity. In- 
quiry forms will have to be filled at 
the Department by all applicants. 


No decrease in the allocation of 
U.S.$ to local importers is intended. 
The new system of 2stablishing 
over-all requirements and allowing 
quotas will both facilitate the 


a 
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business of merchants and_ the 
arduous operation of the officials in 
charge of Exchange Coatrol. 


Following is the list uf those goods 
which will be considered for ex- 
change allocation; goods not con- 
tained in Schedule A vr B will have, 
as in the past, to obtain cover in the 
unofficial exchange market. 


Schedule “A” 

Building Materials. 
Wood (timber). 
Sanitary fittings. 
Machinery and Engines. 
Machine Tools. 
Tools. 
Tin Plate. 
Wire. 
Iron and Steel. 
Piping and pipes. 
Spare parts for motor vehicles. 
Rubber tyres (new) 
Refrigerators. 
Electric fans. 
Mineral oil. 
Parafin wax and 
Petroleum products. 
Vegetable oils and Fats. 
Office machinery and equipment, 
Typewriters, Calculators, 
Cash registers, Filing Cabinets 

etc. 
Sewing Machines. 
Dyestuffs and tanning materials. 
Industrial and manufactured 
Chemicals. 
Unmanufactured lear tabacco. 
Pharmaceutical and 
Toilet preparations. 
Razors and razor blades. 
Paper. 
Ink. 
Periodicals and books. 
Films unexposed—all types 
Motion pictures (rented). 
Piecegoods. 
Manufactured clothing. 
Castor Oil, Colza, 
Hempseed, Olive oil, 
Cocoanut oil, etc. 
Essential oils— 
Citronella, Sandalwood, 
Ginger, Peppermint, etc 
Haberdashery. 
Food. 
Fresh fruit, 
Tinned fruit, 
Dried fruit. 


Schedule “B” 
Motor cars and trucks. 
Radios. 
Tobacco and cigarettes 
Pipes. 
Watches. 
Coffee. 


Beverages (Beer) 
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FINANCIAL REPORTS 


Chinese Government Budget 947%. 


The first budget announcement 
for the fiscal years of 1947 of the 
Chinese Govt. was made at the he- 
ginning of 1947, althougt no details. 
were divulged then, only a lump sum 
of CN$9.3 trillion for expenditures 
having been stated. As for revenue, 
the public was left to whe more or 
less informed guesses of the semi- 
official Kuomintang press and some 
financial editors of the democratic 
(opposition) papers in Shanghai. 
Opinions expressed at tuat time, re- 
flected in our issue of January 8, 
pages 13/4, require re-reading in 
the light of the revised budget 
figures for 1947, announced on May 
7 by the Minister of Finance at Nan- 
king. 


The revised budget provides for 
20 trillion expenditure, end 10 tril- 
lion revenue, kaving a 10 trillion 
deficit for 1947. During the first 
quarter of 1947 expenditure amount- 
ea to 5 trillion, and revenue to 2 
trillion. 


Ther2 is a general feeling that the 
budget will have to he revised at 
least 2 third time auring the cur- 
rent fiscal year. 


Beyond the addition of a few 
trillions to previous trillions, no re- 
levant data were released by the 
taciturn Finance Ministrv, however, 
two figures were mentioned which 
may permit to judge the seriousness 
of Nanking statements, viz that the 
disposal in 1947 of US. surplus, 
enemy and Chinese fuppet proper- 
ties would yield 2 trillion, and that 
the US$40) million bonds (ef. our 
April 2 issue, page 169) will enrich 
the treasury by 4.7 trillion. 


So far in 1947 no enemy and pup- 
pet properties have been sold to the 
public, and there has been a grow- 
ing impression that the Chinese 
Govt. was not willing to part with 
the valuable properties acquired 
through the great Victory but only 
offered smaller plants for sale to an 
unappreciative public. If 2 trillions, 
or better say exactly 20 percent of 
the total 1947 revenue, were to be 
realised from such disposals, public 
auctions would have 1o start very 
soon. 


The US$ bonds have so far been 
selling with the practical  self- 
exclusion of the public. Latest figures 
from Shanghai indicate that during 
over a month of subscription time 
(sales started on April 1), only about 
5 percent of bonds were got rid off. 
Nanking expects to obtain 47 percent 
a ey revenue from the sales of these 

onds. 


The general comment by Chinese 
financial circles as regards the sub- 
scription of US$ bonds was un- 
favourable and nobody expects a 
success. _ 
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‘Chinese Bank Note Circulation 


After much prodding and univer- 
sal ridicule, the first official an- 
nouncement of the total of Chinese 
bank note circulation was niade on 
May 7 by the Fincneu Minister at 
Nanking. The total circulation as on 


April 30, 1947 amounted, according 
to Nanking, to 6 trillion. This 
figure does not include af- 


filiated Chinese note circulations in 
Taiwan and Manchuria as well as 
the fiat money issued vy the Com- 
munist authorities in the areas un- 
der their control, allegediy inhabit- 
ed by ‘bout one third of the Chinesc 
people. 


Recent reviews of Chinese bank 
note circulation were published in 
this paper on Feb. 5, page 65. and on 
April 16, page 185. 

The Finance Ministry at Nanking 
did not make any further ennounce- 
ment nor did the Central Bank of 
China, following the good example of 
the Finance Ministry, issue a state- 
ment in the manner of other note 
issuing banks not only of the Big 
Five but all the other Smali Dazens. 


As to monetary reserves, the 
Finance Minister stated, on May 7, 
that there was plenty of gold and 
foreign erchange. Every Chartered 
Accountant would go mad ii such 
information were supplied by banks 
and commercial companies. 


Even the staunchest Nanking sup- 
porters have _ politely expressed 
doubts about the accuracy of the 
Minister's 6 trillion, 14nd apclogeti- 
cally suggested that this fizure does 
not include the very substantial en- 
hancement of the note circulation of 
mid-April when 10,000 denomination 
notes were unleashed ‘nto the mar- 
ket. 


At the official rate of exchange 
the 6 trillions would equal US$500 
million, a figure approximating the 
prewar equivalent of the Chinese 
note issue. 


Hongkong & Shanghai Banking 
Corp. 


At the beginning of May the 
branch office of the Hongkong & 
Shanghai Banking Corp. in Mukden 
has been reopened ior _ business. 
The Bank will, as soon as conditions 
permit, reopen its two other offices 
in Manchuria (North-Eastern Pro- 
vinces), viz Daircn and Harbin. 


There are at present 12 offices of 
the Bank operating in China, with 
the offices in Chefoo, Dairen and 
Harbin still closed. The Hongkong 
& Shanghai Bank misintains in 
China almost as many offices as all 
the other foreign banks (British, 
European and American) together. 


With the resumption of private 
trade between Japan and the world, 
the Bank will also reopen soon its 
three offices in Japan \Tokyo, Yoko- 
hama and Kobe). 


HONGKONG STOCK & SHARE MARKET 


The week under review (May 5-10) 
found the volume of business smaller 


and though rates were fairly well 
maintained some easiness was 
noticeable following a certain 


amount of profit taking and liquida- 
tion. 


Banks were taken up to $2,050. Not 
since 1931 have, they touched this 
high figure. Scrip is scarce and well 
distributed which may have some:: 
thing to do with the big rise. Just 
now a hundred shares will easily lift 
the rate a few pounds. 


Union Insurances also touched a 
new high, changing hands at 840 cum 
the dividend of 27s 6d., an increase 
of 2/6 over the previous distribution. 
Twenty-odd years ago the _  dis- 
tribution was £3 with interest 
earnings of £270,000; the last 
balance sheet showed earnings of 
about £145,000. 


The Canton Insurance Office and 
the H.K. Fire Insurance up to 1941 
paid their dividends from the income 
of their investments but the Union 
of Canton has never been able to do 
this. With interest rates being what 
they are today, the position is not in 
any way improved. 


Utilities again predominated the 
market and many thousands of 
Electrics, Trams and Lights were 
absorbed in spite of a fair sized 
liquidation. 


After the sensational rise from $58 
to 81 and recession to 71, Tram 
shares seem to be bumping on the 
bottom and investors are coming in 
again, particularly the small ones. 
At current rates of 73 cum dividend 
of $2 and 2 bonus shares for one old, 
the new shares will be around $24 
and will offer good scope for ap- 
preciation. 


Dairy Farms eased off on profit 
taking to 653 but closed in good de- 
mand at 68 cum dividend of $4. Lane 
ee again came to business at 

9/50. 


Cements after touching $28 were 
on offer at 27 with buyers holding 
off. 


Hotels fluctuated between 26 & 27 
with a very big turnover done; in- 
vestors are much concerned about 
reports regarding a return of capital 
and a substantial dividend. 


Star Ferries and Yayumati Ferries 
were in good demand but with little 
scrip changing hands. 


Watson shares were traded at 
around 473; the Company declared a 
dividend of $1.50 plus a $1 bonus. 
The market, however, did not take 
this very well as the shares failed to 
move. Compared with the profits 
the distribution is too low, and 
shareholders are not unreasonable in 
expecting more. 


A few Macao Electrics changed 


hands. This Company appears to be 
much undercapitalised. We under- 
stand their claim against the Portu- 
guese Colonial Government of 


Macao of about $2 million has been 
taken up by the Foreign Office in 
London, and it transpires that this 
claim has been accepted in principle 
by the Portuguese Govt. in Lisbon 
It is hoped the claim will be satis- 
factorily settled soon. 


Hongkong Docks fluctuated a lot; 
after touching 42 weakened to 39. 
The shares are now quoted at 323, ex 
rights. Shanghai Dockyards were the 
medium of small transactions from 
153 to 21. The reports in the market, 
referred to in our issue of April 16, 
page 188, persist of an amalgamation 
with the local Dock Co. but on what 


compatible grounds chis - will be 
brought about we _ should like to 
know. Shanghai speculators were 


largely responsible for the rapid rise. 
The current rate is now $20. 


Hongkong Lands, Humphreys, 
Shanghai Lands remained all steady 
at quotations. 


Wharves and Providents were 
easier during the week but toward 
the close firmed up to $240 and $223 
respectively. 


Indo-China Steam Navigation 
Co. Ltd. 


After having been quoted, and al- 
most forgotten, for many weeks past 
at $280, Indo-China deferred shares 
spurted up, closing $360 buyers. The 
improvement should not have come 
as a surprise; actually the shares 
have been overlooked in the past. 
The shares are still very cheap at the 
current rate 


One expects that the 1946 Accounts 
will be published before next Novem- 
ber when satisfactory results will be 
announced. It-is realised by the 
public that shipping companies are 
enjoying conditions that easily surpass 
those of immediate prewar years. 
Indo-China deferred earnings in 1940 
were over 80%. Current earnings 
ought to be in the neigbourhood of 
100%. The Companv’s latest pub- 
lished balance sheet indicated liquid 
assets alone (after allowing for prior 
charge issues), which amounted to 44 
times the nominal share value. 


If the shares continue to rise 
steeply, it is possible that there may 
be profit-taking from time to time, 
(particularly inside Account periods) : 
any setback which might occur 
should be regarded with equanimity, 
and indeed as providing an oppor- 
tunity to make fresh purchases. The 
intrinsic value of the shares is, as al- 
ready indicated, considerably in ex- 
cess of the present price. 
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New Sharebrokers. 


Several enquiries have been made 
with the Committee of the H.K. 
Stock Exchange for the acquisition 
of seats at the Exchange but since 
the Exchange limits brokers to a 
total of 60, and all seats (incl. ap- 
‘plications for seats) are occupied, it 
only remains to dispose of those few 
seats which became vacant due to 
the decease of brokers. Mr. Chan 
Cheuk-wa (compradore of Reuben 
Import Export Co., Stock Exchange 
Building) negotiates at present for 
such a seat. 


New Sticking List. 


Following is the revised sticking 
list of the H.K. Stock Exchange 
(minimum lots for trading): 

10 shares: H.K. Bank; Union In- 
surances; 


Each 20 shares Canton In- 
surances, H.K. Fires, Kwong Sang 
Hong, Wing On; 


Each 50 shares Douglas Steam- 
boats, Bank of East Asias, Wharves; 


Each 100 Star Ferries, Yaumazi 
Ferries, H.K. Lands, eak Trams, 
Union Waterboats; 


Each 200 shares Dairy Farms, H.K. 
Docks, Electrics, Chinese Entertain- 
ments, Lane Crawfords, Macao Elec- 
trics, Steamboats, Telephones, 
Trams, Watsons; 


Each 500 Canton Ices, Cements. 
Constructions, Emporiums, Ewo Cot- 


tons, Hotels, Humphreys, China 
Lights, Powells, Providents, Raubs, 
Realties, Ropes, Sandakan Lights, 
Sinceres, Sun Company, Under- 


writers, Vibros. 


Current Dividend Payments & 
New Shares. 


H.K. Land Investment: new issue I 
for every 3 old at $50; dividend $2. 
H.K. Realties: dividend $6. 


Union Waterboats: new issue, 4 
new in 5 old at $7; dividend $2.50. 


FLK. Docks: new issue, 3 new in 5 
old, at $20. 


Canton Insurances: dividend $12. 


China Providents: 
plus $0.25 bonus. 


dividend $0.75 


Union Insurances: dividend 27s 6d. 
Dairy Farms: 


H.K. Trams; new issue, 2 new in 
in one old; dividend $2. 


dividend $4. 


Watsons: new issue, 2 new in one 
old; dividend $1.50 plus $1. bonus. 


HONGKONG STOCK EXCHANGE 
Quotations on 10th May, 1947. 


H.K. Govt. Loans. 


Banks. 
H.K. & S. Bank 


Chartered Bank 


Mercantile Bk. A. & B. ......... eal 8 
Bank of East Asia<.............. $117 sa. 
Insurances. , M4 
Cariton Ins) Cxoe DIV a ose $448 sa 
Union “ins Meese ce acne os esate $825 b. 
China Underwriters ...........- $1.10 b. 
Tig Rares UNsce ee rar nasccaatecs $330 sa. 
Shipping. 

TSGUP TASES Peet ater n ian tc nee $270 b. 
H.K. & M. Steamboats ......... $11 sa. 
Indo ‘ChindsePret.) oases. sce £100 sa. 
Indo Chinas (Def,) ............ $360 b. 
Shelis “Bearer” ..025....csste2e 


Union Waterboats ... 
exa. Rts; 28. sa. 


Docks, Wharves, Godowns, Etr. 


ik. & K. Wharves 235 pb. 


FL Re DOCK Sincere ntaes ox. Rts. 32! sa. 
China erovients. 17s sss oe peices om 
Shai Dockyards ......... 29 s 
Mining. 

Rabe MINGSS ccc cccetanes See eSA:. 
BRM CSY nr sennacssaespe ts sasnts T (Cts. iS: 
Lands, Hotels & Bldgs. 

FPG Ss So. ROCCIS  iiaecever= doesn eens 26 bh. 
SUDAN GS Kiet ss uss coten eee eee SoD: 
TGR Bands en eect ck ee See OTiSa- 
Humphreys Estates ............... 264 b. 
ELE Realties. i ..-.0s Sais GER OS 
Chinese Estates ...........0...2.-5 . 190 ca 


Public Utilities. 
PERS SLL AMLW AVS We. eee scaneieer cee ; 
Peak Trams (Old) .. ‘ 
Peak Trams (New) 
Star Ferries 
Yaumati Ferries 
C. Lights (Old) 

C. Lights (New) 
H.K. Electrics 
Macao Electrics 

Sandakan Lights 
Telephones (Old) 
Telephones (New) 


Industrials. 

Canton. TeesHis: Me cosets Ped aa 9: 
Cements). sc saccss giteneabioaocreetiene 27h S. 
PRE ARODCS: coun. catne eee 165 s 
Stores &c. 

PainyABarms Wyse sececisen tors 673 b. 
WialSOnsy Sede ereetonc- sade ceseeesd 471i s. 
Hane; -Crawlords | .2..ver) scssns see 39 b. 
SINcCeres! Ae eet eee eS: 
China SE MIpOriUM ieee: en csc eosee gb os 
SurnsConwotine es... taker 7! se. 
Kwonge Sane Hone... eo. 250) ‘s- 
Wing: One (ER) coe eee 133 sa. 
Wim. ,Powell@slctate ys. oes 5} b 
Miscellaneous. 

China Entertainments ....... .... 295 b 
HK; Constructions) ....0.-.s-n56*- 8.30 ob 
Vilbro: Pilling, ...asccem cece 5.80 b 
Marsm ana Investments . ...... 13/3 sa 
Marsmany (CHLK;) i. apaeeee LG) Sar 
Constructions (New) ............... 5$ b. 
Cottons. 
EWOSierciteriily.. iether eoccams cee reaee ll bh 


$1074 sa. 
$1033 b. 


$2000 b. 
H.K. & S. Bank (Lond. Reg) £1182 sa. 
£12-7/16 sa. 


CHINA TRADE REPORT 


Imports Into China 


Import license applications have 
been delayed sirrce the Board for the 
Control of Imports started to function 
(Nov. 17, 1996). Only pre-zerc im- 
port commitments (covering goods 
paid ior and shipped from abroad 
prior to Nov. 17) were considered by 
the Board. So far the Board has 
cleared 98% of pre-zero applications 
but has-not announced its final de- 
cision regarding the fate of practi- 
cally all of the pre-zero shipments. 
It is anticipated that most applica- 
tions will be refused. 


Chinese and foreign importers ir 
China cannot make use of _ their 
virtually frozen foreign exchange 
holdings abroad since import permits 
are refused by the Board irrespective 


of financing consideration. In a 
very tew cases, allegediy involving 
importers with big “pull,” pre-zero 


shipments were allowed te land in 
Shanghai but in such cases the im- 
porter had to prove that payment 


was made from his own US$ re- 
sources in America. Luxury goods, 
cosmetics, wearing apparel, most 


articles made of plastics, have been 
refused landing once and for all. 
Nevertheless, such goods have heen 
recently displayed both by shops and 
hawkers in the streets of Shanghai. 
Considerable new import smuggling 
must have been organised: during re- 
cent months. Some refused cargo, 
almost exclusively of American ori- 
gin. has been diverted to Hong Kong 
frovn where it either went into the 
erdinary local trade of the Colony- 
(te a small extent) or was shipped 
to other Far Eastern markets, incl. 
South China. 


China’s Exports in 1947. . 


The Chinese Govt. has been trying 
te improve the export position of the 
country since the end of the war 
but results in 1946 were not en- 
couraging. Total exports valued 
approx. US$ 160 million (compare 
cur issue of March 26, page 155) for 
the year 1946. Official Nanking 
estimates speak of US$ 250 million 
for 1947. In the light of actual con- 
ditions in China this estimate ap- 
pears to be unrealistic. Influential 
circles in Nanking advocate Govt. 
export subsidies or the establishment 
of a special exchange rate applicable 
for exports only. 


The U.S. Embassy in Nanking in- 
quired sometime ago with the 
Chinese Ministry of Economic Af- 
fairs regarding their estimates for 
Chinese+ exports during 1947. The 
following are the figures supplied by 
the Chinese Ministry to the U.S 
Embassy; it must, however, be un- 
derstood that the estimates represent 
only a reasonable exvectation of the 
ouantity of the various commodities 
that may be available and that 
actual exports during the current 
year may not accord with the official 
figures: 
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CHINA INDUSTRIAL REPORT 


Profits & Problems of Cotton 
Industry 


The cotton textile industr in 
Shanghai and North China pontnued 
to reap very large profits despite 
Govt. controls which require the sale 
of 50% of the private mills’ products 
at Govt. fixed prices. It is im- 
possible to enforce such controls and 
only a fraction of the actual pro- 
duction is sold at fixed prices. Most 
mills have carried out more or less 
extensive plant repairs without 
obtaining Govt. loans; there has 
been much talk about Govt. loans to 
be supplied for recoustruction and 
modernisation purposes, however, in- 
dustries had only to rely on their 
own resources or private finance (at 
usually very high rate of interest, on 
the average 15—25% per month). 
During the last 12 months about 
2-1/2 million spindles were ordered 
from abroad but delivery will take 
a long time. 


Cotton knitting, woollen & worsted 
spinning & weaving, and silk & 
rayon weaving mills have fared not 
so well during last year. Replace- 
ment of antiquated machinery in 
most of these plants could not be 
financed out of private resources. 


The Chinese Textile Control Com- 
mission of the Nationa! Govt. has 
extended its control and activities to 
Canton and Hankow in efforts to 
maintain price ceilings on cotton 
yarn through control of distribution 
The Control Commission has been 
assailed by many business leaders 
and parts of the vernacular press. 
The Control Commission restricts 
the movement of yarn and _ piece 


Estimates of Exports from China 
for 1947 


Raw silk—8,818 lbs. 

Tung Oil...30,000 m. tons. 
‘eta and silk piece goods...220,000 

S. 

Hemp—2,500 tons. 

Raw Cotton—22,000 bales (500 lbs.) 

Sheep’s Wool—2,500 tons 

Hides—800,000 pieces. 

Pure Antimony—4,750 tons. 

Eggs—150 million pcs. 

Bean Oil—50,060 tons. 

Peanuts—30.000 tons. 

Intestines—2-3 /4 million lbs 

Tea—22 million Ibs. 

Hog Bristles—4,900 m. tons 

Peanut Oil—7,500 tons. 

Raw Cow Leather—1,500 tons 

Tungsten Ore—7,750 tons. 

Egg Products—15,000 tons. 

Soybeans—500,000 tons. 

Bean Cakes—200,000 tons. 


Goatskin Exports 


Goatskins. exports from China to 
U.S. were resumed in January 1947, 
the first shipments since 1938. A 
total of 2,312 pieces valued at 
US$2,076 were exported in January 
from Tientsin to US. 


goods to South China in particular 
with the result that prices quoted in 
Shanghai and Canton are always at 
variance, and elsewhere in the 
country market fluctuations are 
partly influenced by the more or less 
rigid enforcement of control mea- 
sures. 

As a consequence of the restric- 
tions or embargoes on_ interport 
shipments of yarn and piece goods, 
a large internal smuggling business 
developed during recent months. 
Cotton yarn and piece goods can 
only ‘be moved if covered by permits 
issued by the Textile Control Com- 
mission. The Chinese Customs are 
called upon to assist in the preven- 
tion of interport smuggling. The 
Chinese railways are also to co- 
operate by refusing transportation 
of “illicit” cotton textiles. The vast 
country and the lack of discipline 
on the part of officials, by & large, 
militate against any effective inter- 
port control; however, the very dif- 
ferent price level of yarn and cloth 
in most cities of China was caused 
only partly by the high charges, 
legal or illegal, which are incidental 
to interport transportation, but to a 
large degree because of the varying 
rates of domestic remittances within 
China. 

Rather sharp worded complaints 
have been heard from Kwangtung 
where the Provincial Govt. itself has 
joined in a petition to Nanking re- 
questing that the virtual embargo on 
cotton goods’ shipment to South 
China be suspended. The cloth 
famine in the Northern Provinces 
particularly in those areas of Man- 
churia which were taken over by 


Nanking from the Communist 
authorities, has reached critical pro- 
portions. 


Cotton Mills 

Tientsin Cotton-spinning industry 
recovered in 1946: from a monthly 
output of less than 1,000 bales of 
yarn in Jan. 1946, production rose 
steadily to 13,600 bales at the close 
of last year. Cotton cloth production 
increased from 23,248 pieces (of 40 
yards) to about 315,000 pieces at the 
end of 1946. 

Hopeh cotton mills, numbering 12, 
operating a total of 435,000 spindles 
increased their output in 1946 owing 
to extensive repairs made and timely 
deliveries of UNRRA cotton (40,000 
bales). The cotton industry in 
Hopeh, as elsewhere in China, was 
able to step up production largely on 
account of plentiful supplies from 
UNRRA. 

Industrial Slump 

Industrial production in Shanghal 
except for the cotton mills, suffers 
greatly from high costs of raw 
materials, increasing demands by 
labour, high rates of interest and 
power’ shortages; combined with 
these factors goes the,,competition of 
imported goods which are, as_ always, 
prefered by the Chinese to domestic 
products. The rehabilitation of in- 
dustrial production in Shanghai and 
those few cities where plants of some 
importance are located has _ been 
frustrated in 1946. The outlook for 


—— eee 


the current year is not promising, 
sceing thatall the factors obstructing 
improvement are today still in exis. 
tence and tailing a slowlag down of 
the tempo of inflation, may do more 
damage to the industrial position of 
China in 1947. 

Business failures, particularly 
among the smaller firms, were con- 
spicuous in 1946. However, the 
great number of newcomers to trade 
and industry could not be expected 
to survive 1946 since nost new firms 
had no experience, insufficient capi- 
tal and not the “right connections” 
which alone guarantee in the China 
of today progress and prosperity. The 
large number of bankruptcies of 
trading firms in 1946 caused the sus- 
pension of more companies; smaller 
industries were thus badly affected. 
In many cases clerks and labourers, 
who were put off for payment for a 
jong .time, eventually remained un- 
satified although the Govt. (in 
Shanghai, the Social Affair Bureau) 
tried to obtain for those unfortunate 
people some redress. 

Evasion of Taxation 

Taxes in Shanghai are regarded as 
heavy and, if actually paid, would 
often ruin a busness. However, most 
business men do not pay the great 
variety of taxes they are supposed to 
pay. Evasion in Shanghai has been 
notorious, and even those parts of 
taxes naid are not at all benefitting 
the National or Municipal treasuries 
but, ts a good extent, disappear in 
the pockets of a large, greedy and 
outrageously under-paid officialdom. 
Since the beginning of this vear, the 
Municipality reduced many of the 
current taxes in the hope that the 
revised rates might induce the eva- 
sire taxpayer to reconsider his “anti- 
social” attitude and, while tax col- 
lectors will not likely reduce their 
profit-sharing habits as long as they 
are not apprehended, may, most 
paradoxically, bring about higher 
tax receipts. 

The amusement tax was reduced 
from 40 to 20%, the dramatic theatre 
tax from 30 to 20%, the feast tax 
from 20 to 15%, and the tax on hotel 
bills from 20 to 5%. Downward re 
vision of house rent tax and business 
license tax is’ expected. 

Shipping 

As from beginning of 1947 the 
United States Lines opened an office 
in Shanghai to handle the traffic of 
their subsidiaries (American Pioneer 
Line, Pacific Far East Lines), each 
of which has scheduled arrivals of 
two ships per month at Shanghai 
from the West and the East Coast 
of US. 

Since the beginning this year the 
verts of Kwangchow-wan (Tsam- 
kong), Pakhoi and Kongmoon have 
beon officially reopened to trade. 

Unrra cargoes have been moved at 
imvroved speed which resulted in 
easier warehousing space in Shang- 
hai. Port congestion has been much 
relieved. Unloading of ships has 
been delayed in many cases not so 
much on account of insufficient go- 
down space but because of the_in 
deeision by the Chinese Import Con- 


trol regordine ouotas allowed for 
certain commodities (esp. gasoline, 
kercsene). 
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THE TRADE OF HONG KONG DURING 
APRIL 1947. 


(By A Trade Analyst) 


There were some significant im- 
provements in the trade of the 
Colony during the month of April. 
Compared with the previous month, 
imports declined from $113,104,380 to 
$103,545,636. Exports oo, declined 
from $95,797,682 in March, to 
$89,632,917 during April. f 

The decline in both import and ex- 
port trade was almost exclusively 
with the British Empire. The large 
gains which had been recorded in 
the export trade during the previous 
month were not maintained. Imports 
from the United Kingdoin dropped 
$1 million, mainly tobacco and dye- 
ing and tanning materials, but there 
were increases in in metals ($1/2 
million), machinery and engines, and 
vehicles. 

Imports from Australia were down 
$2 million owing to considerably less 
importation of foodstuffs ($1 million). 

Malaya show the largest fali of all, 
with a drop of $7 million in imports 
and $5 millicn in expuris. Malaya 
sent $1 million less of nuts and seeds, 
over $1/2 million less oils ane fats 
anid $5 million less sundries. Malay 
also took $2 million ‘ess fccodstuffs, 
$2 million less piecegoods and textiles 
and $2 million less wearing apparel 
than in the previous month. North 
Borneo took $1/2 million less during 
this month. 

The gradual erise in the import 
trade from Soutn Africa was main- 
tained. Imports rose by $3 million. 
but exports declined considerably due 
te poor shipping facilities during the 
montn . 

Hong Kong’s exports to Ceylon, 
however, almost doubled, and those 
to Canada increased py $40,000 
mainly oils and fats. 

Exports to India also showed an 
increase of $1/2 million. 

The most significant feature of 
the month however, was the em- 
phasis of a trend which began to- 
wards the end of last year. This 
month has witnessed a strong revival 
of trade with Europe. 

Imports from Belgium increased by 
no less than $3 million. Belgium sent 
increased supplies fo building 
materials, dyeing and 
matcrials, while metais were $2 mil- 
lion over the previous month, and 
paper $1/4 imllion. Exports to Bel- 
gium also increased $1/2 million, 
mainly oils and fats. 

There was a remarkable increase 
in the trade with Switzerland, which 
sent us an additional $2-1/2 million. 
The increase was mainly in chemicals 
and dyeing materials which had: pro- 
bably been intended for Shanghai 
but owing to the difficulties of ob- 
taining import licences have been 
been diverted to Hong Kong. 

Imports from Holland were up by 
$1/4 million. and exports into the 
same country increased by $1 million, 
almost exclusively oils and fats. 

France also took an additional $1 
million goods from Hong Kong, main- 
ly oils and fats, but it is interesting 


tanning: 


to note that the export of piecegoods 
and textiles to France increased from 
$73,000 to $457,000 during the month. 

Imports of piecegoods and textiles 
from Italy have dropped $1-1/2 mil- 
lion during the month. 


In South East Asia, the N.E.I. con- 
tinue to offer an attractive market 
for Hong Kong products. Exports im- 
proved during the month by $1/2 
million, mainly metals, hardware and 
machinery. The textile market in 
the N.E.JI. also seemed to be improv- 
ing. 


Trade witn the Philippines ad- 
vanced, as Hong Kong obtained 
larger supplies of food and metals, 
and sent large quantities of textiles 
in return. 


There was a decline, however, in 
the trade with Siam. Imports fell by 
$3 million, as fewer Duilding mater- 
ials, foodstuffs and nuts and_ seeds 
were sent to Hong Kong, while ex- 
ports of textiles were less than dur- 
ing the previous month) 


Trade with China declined con- 
siderably—compared with the pre- 
vious month—North China $4 million, 
middle China $1 million, South China 
$4 million. From North China the de- 
cline was most marked in foodstuffs, 
nuts and seeds ($2 million) and tex- 
tiles ($1 million). From Middle China 
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the decline was in foodstuffs, ($1/2 
million), oils and fats. South China 
exported less foodstuffs ($1 millicn), 
oils and fats ($2 million) and textiles 
($1/2 million). 


There were, however, more exports 
from Hong Kong to China. Exports 
to Middle China jumped by $1 mil- 
lion, mainly manures and chemicals, 
while exports to South China in- 
creased by $5 million, mainly oils 
and fats ($2 million), dyeing and 
tanning materials ($2 million) and 
textiles ($1/2 million). 


Imports from the United States re- 
covered from the low level of March 
and were $10 million. U.S.A. sent in- 
creased supplies of chemicals ($2 
million), dyeing materials ($3 mil- 
lion), oils and fats ($3 million) and 
vehicles ($1/2 million). Exports to 
U.S.A. however, declined by $6 mil- 
lion, of which wood oil accounted for 
almost $5 million. 


Generally, throughout April, the 
main increases in imports were in 
dyeing and tanning materials $5-1 /4 
million), metals ($2-1/2 million), 
chemicals and vehicles ($1 million) 
each, while the importation of food- 
stuffs, nuts and seeds, piecegoods and 
seeds, piecegoods and textiles fell 


away. 


As regards exports, manures and 
metals showed a slight increase, but 
exports of dyes and foodstuffs, oils 
and fats, piecegoods and wearing ap- 
parel showed a decline from the pre- 
vious month. 


TOTAL VALUES: BY MERCHANDISE 


ARTICLES 


IMP ORTS 


EXPORTS 


April 1946 April 1947 April 1946 April 1947 
$ $ 


$ $ 


Animals, Live ........ 2,791,571 2,420,610 — —_ 
Building Materials ... 824,234 2,126,749 249,290 818,691 
Chemicals & Drugs... 1,211,718 4,864,388 2,149,760 2,969,431 
Chinese Medicines 6,140,278 1,120,657 6,876,757 2,321,320 
Dye. & Tanning Materials 1,151,196 7,207,742 732,849 2,584,284 
Foodstuffs & Provisions 13,934,937 12,380,022 8,063,460 10,632,403 
Biel s) ogee nai ashes ere 251,827 1,247,920 19,620 1,765 
Hardwarers «5 adele 277,843 645,797 694,185 924,547 
J.iquors, Intoxicating... 677,594 939,924 865,440 509,555 
Machinery & Engines. . 90,092 808.401 49,838 179,056 
Manuregs.: « catgere - Re 34,449 26,109 272,413 1,697,268 
Metals ..cksMes osm 2,378,655 6,814,961 2,776,526 3,865,952 
Minerals & Ores ..... 4,689 8,597 80,400 272,925 
Nyts & Seeds ........ 922,014 991,692 926,867 676,300 
(ilsetenMats Meee. 13,332,506 19,183,994 10,064,679 20,062,124 
AIRS elena beidiene Grinteuas 452,769 406,051 214,584 696,587 
Paper & Paperware .. 1,810,493 * 3,850,890 1,538,848 4,510,609 
Piece Goods & Textiles... 1,972,858 11,930,397 3,761,120 18,109,591 
Railway Materials .... — — — = 
MoDRC0Oi.. Maicmaeasiccn 1,086,263 4,841,927 106,055 653,779 
WenIClegs care sceunays o 21 1,213,652 3,250,993 64,350 522,413 
Wearing Apparel .... 376,516 658,736 947,359 2,425,879 
Sundries re ssctieiis sve. os 9,201,845 18,869,079 8,576,998 20,698,337 
Total Merchandise.. 60,137,981 108,545,636 48,026,398 89,632,917 
Treasure 09). Hak 600° 146,429 1,388,260 3,226,532 
Grand ‘Total. i: .cnie+ 60,188,581 108,692,065 49,409,658 92,859,449 
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HONG KONG’S TRADE IN APRIL 


Imports of merchandise into the Colony of Hong Kong during’ 


the month of April, 1947 amounted to a 


declared value of 


$103,545,636 as compared with $60,137,981 in the month of April. 


1946. 


Exports of merchandise totalled a declared value of $89,632.917 


as compared with $48,026,398. 


Imports during the first four months of 1947 amounted to a 
declared value of $404,618,619 as compared with $195,947,971 in the 


first four months of 1946. 


Exports totalled $359,018,743 as compared with $138,298,480. 


Treasure trade of Hong Kong in, April was small; there were- 
only gold imports from Mexico amounting to a value of 


$146,000. 


Silver was exported to India’to a value of $3,226,000. 


No cognizante has been taken in the following tables of Govern- 


ment sponsored cargoes. 


TOTAL VALUES: 


“COUNTRIES IMPORTS FROM EXPORTS TO 

April 1946 April 1947 April 1946 er 1947 
$ $ $ 

United Kingdom ..... 3,493,967 11,273,139 1,406,583 5,182,957 
AMSEFAN AE ony evecctayece 424,048 1,454,138 6,052 862,376 
Bilrnia’ Pecgee ce © hes « — SS 5,868 562,974 
Ganadaees,. «asec: 61,140 892,769 — 618,636 
Cevlonmis aseiian>.« 53,180 23,952 26,480 400,143 

Hast -Agricatsrwer «ose — hate —— wens 
indigeh. <¢.dessprets 2,897,115 1,862,546 246,055 1,555,941 
Malaya (British) 4,510,996 5,451,756 9,257,555 19,099,854 
New Zealand .......- = 25,622 1,500 139,082 
North Borneo: .oo:...< — 420,694 800 73,482 
South Africa ...... 4,700 1,011,500 3,361 31,032 
WestmAfrica, 2... der — — — 20,379 
West Indies ........ — — 1,650 26,179 
British Empire, Other 4,668,096 415,801 3,207 344,706 
Belgium” A200. coven 1750 4,681,820 — 1,044,756 
Ching. North soee ees 3,733,549 4,914,693 10,321,901 1,557,362 
5 Middle 5,488,863 2,257,729 3,557,427 5,195,029 
pe i SOuth ts. coh a fieiece 12,445,234 25,831,233 9,942,794 23,922,548 
(Ciba = teres aciatte «cre — 6,480 56,000 56,797 
Central America ..... 20.000 32,100: — 92,565 
WeAMASTE) aa actowias ons 80,758 49,120 459,052 51,622 
BOY Pty eee Mes » ahaa — — 13,930 734.795 
rancses heed ek aS 555,939 = 1,738,048 
French Indo-China ... 3,246,340 2,080,789 2,145,952 1,218,110 

Germany aenietae ociaee — _— — — 
Wolland’ tan cok A aie = 403,485 a 1,503,717 
Eta yak sats ce. ales thnyaiiss 5 — 955,667 — 649,087 
JSAPAW Sos) aisiais.» otleie.s ” — ca aa a ES 
Kw Ch Wan ...- 15,576 790,409 48,813 296,152 
Mgt ko en oe BP «cover a etek 5,868,260 3,792,508 2,749,217 2,776,074 
Nonway toment. densa. « 958,649 1,120,488 = 469,862 
Netherlands East Indies — . 609,100 455 2,165,241 
Philippines ......--+- 560,983 1,622,553 10,510 3,146,377 
Portigalivecn.cec Eile ves ce — 106,094 — 605 
Siam). «foe. san Oe oe 4,180,708 3,384,551 1,368,300 Lagat 
i Cee es 12,000 = — at 
aia. ae. 3300 642,565 80,241 ~—-771,999 
Switzerland .......... 459,940 agate — 48,326 
econ Wik cts, 6,809,329 28,261,615 6,271,905 6,057,536 
DOGS Se ss Nee 599,430 40,790 «934,714 
JOS OSS Sail or ee EP a ee ee ae 
TORDAT) <cavslecisuiets 60,137,981 103,545,686 48,026,398 89,632,917 
ee ee ES so rage 


Total Br. Empire.... 16,113,242 


BY COUNTRIES 


22,831,917 10,959,111 28,917,741 


Total Foreign ..... 44,024,739 


80,713,719 37,067,287 60,715,176 


HONGKONG REAL 
ESTATE MARKET 


The pressing shurvage of office 
accommodation particularly in the 
Central district has led to ever 
mounting key-money charges. It is 
therefore most encouraging to learn 
that the principal real estate com- 
bany in the Colony, the Hongkong 
Land Investment & Agency Co. Ltd, 
is contemplating the early realisa- 
tion of their rather ambitious build- 
ing scheme in the Ceniral district 
The Company’s policy aims at the 
disposal of land and tenement 
houses owned in Kowlooo and Wan- 
chai and the re-investment of these 
funds in both the acquisition of new 
biocks, and rebuilding and moaderni- 
sations of the extensive properties 
owned in the heart of the city. 
Previously, as was reported at the 
annual meeting of the Company (cf. 
our issue of April 30, p. 209), several 
properties in Yaumati and Wanchai 
were sold and one of the most de- 
Sirable lots in Hongkong, Union 
Building, was purchased, 

Among the first tasks facing the 
Company is the complete rebuilding 
of the blocks facing the harbour. 
However, another very urgent 
matter is the start of construct- 
ing a medern . office building 
at the corner of Icehouse Street 
and Queen's Road Coeritral Unfor- 
tunately, the manager oat St. 
Francis Hotel, the building occupy~ 
ing the larger section of the land in 
question, is recalcitrant and refuses 
to vacate the premises although 
notice has been served many times. 
Such attitude is most regrettable and 
amounts to obstruction; the business 
community is anxious to see an 
obstacle to developmet removed. 

There continued much interest 
among residents and new arrivals for 
bungalows, in most areas of 
the Island and in Kowloon. Prices 
have remained firm and a number 
of deals, previously under negotia- 
tion for a long time, have been put 
through at prices which the sellers 
regard as satisfactory. 

Public sales of Crown Land have 
recently fetched unexpectedly high 
prices. One lot at West Bay, about 
6,070 square feet, was sold at $10.470, 
against an upset price of $6,070 
(about $1.70 per sq. ft) another lot 
on Stanley Beach Road. about 23.800 
sq. ft., was sold at $60.300, against 
an upset price of $19,040 (about 
$2.50 per sq. ft). The annual rentals 
of the first and second lots are res- 
pectively $140 and $410. 

The speed with which the _ re- 
habilitation of buildings’! progresses 
has favourably affected the proviously 
stringent housing position: hich 
prices are demanded and _ usually 
paid as far as new or extensively 
reconstructed residences are con- 
cerned. The most conspicuous 
rehabilitation has been achieved 
inz > the area between Nathan 
Road and Kowloon Bay, where whole 
streets have—within a comparative- 
ly short time—altogether changed 
their appearance. 
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REVIEW OF THE ECONOMY OF BRITISH MALAYA 
DURING 1946 AND OUTLOOK FOR THE CURRENT YEAR 


In general summation, the year 
1946 closed with Malaya absorbed in 
the problems of rehabilitation. The 
termination of the British Military 
Administration in March 31, 1946, 
and the resumption of the civil 
administration thereafter sharply 
set off two phases in the economic 
activity of the country. Although 
Malaya was divided into two new 
political entities—namely the Colony 
of Singapore and the Malayan 
Union—political considerations had 
little or no effect on the economic 
revival. 


Business could not get under way 
while the military controlled port 
facilities and virtually all means of 
transport. By April 1946 the situa- 
tion had eased somewhat, and, with 
the. change of emphasis from the 
military to civil direction, private 
trade increased. Naturally, unsettl- 
ed conditions in adjacent territories 
did not help the situation. The more 
ambitious and adventurous impor- 
ters, however, managed to overcome 
this barrier by engaging in trade 
directly with the Indonesian Re- 
publican _ territories. Netherlands 
Indies authorities took a view de- 
finitely adverse to this trade, and 
attempts were made to put a halt to 
it as the year 1946 drew to a close. 


Trade was also affected by the 
general world scarcity of consumer 
goods as well as by the reinstitution 
of the “Empire Preference Plan,” at 
a time when the Empire was not in 
a position satisfy adequately the 
needs of the market. By the end of 
year, however, restrictions on trade 
with nonsterling countries had been 
reinstituted and firmly entrenched. 
Only when essential commodities 
were in short supply, or not  pro- 
curable from Empire sources, were 
importations from the United States 
permitted. 


Singapore’s Free-Port, Status 

Nominally, Singapore was restored 
to a free-port status, although it 
still remained subject to all controls 
existing prior to February 15, 1942. 
In addition to controls on foreign 
exchange, business faced also limita- 
tions on the supply of essential goods 
and on the export of certain speci- 
fied commodities. Penang did not 
become a free port until the middle 
of the year, and this status was not 
extended to embrace Province Wel- 
lesley on the mainland, as before the 
war. 


Among problems confronting local 
industries was that of rehabilitation 
finance. The world shortage of 
machinery and equipment, and in- 
creased costs of labour, due both to 
the high cost of living and to the 
labour shortage, meant the expendi- 
ture of huge sums. For larger 
organization reserve funds filled the 
gap, although government funds 


were eagerly sought. The smaller 
estates and mines did not have a 
reserve upon which to fall back, and 
loans were imperative. Ultimately, 
long-range plans for self-help were 
evolved, and the government afford- 
ed a limited source of funds for cer- 
tain industries. The problem re- 
mained acute, however, at the end 


of the year, and it will take still 
more funds to alleviate existing 
difficulties. 


Lootings, Piracy, Crime 

Closely related to the generally 
unsettled conditions was the in- 
cidence of crime. Black-marketing 
was a minor irritation in comparison 
with piracy in coastal waters and 
the big-scale looting of godowns, 
trains, mining equipment, and es- 
tates. Preventive measures in the 
nature of expanded police activities, 
legislation imposing harsher penalties, 
and the imposition of curfews on 
night movements were at least 
partially successful. 


Exchange Control 

The reimposition of exchange con- 
trol, initially on the grounds that 
merchants would not import essen- 
tial commodities but would look to 
profit instead, was not. wholly ag¢- 
ceptable to merchants eager to do 
business. Controls poecame more 
stringent as the civil administration 
took over and administrators became 
acquainted with the rehabilitation 
needs of the country. Despite these 
restrictions, commodities that were 
available only in inadequate quan- 
tities from sterling sources were 
eagerly accepted from the United 
States. There were no listings of 
prohibited imports, as the slightest 
possibility of sterling availabilities 
immediately disqualified the im- 
portation. On the export: side, ex- 
tensive lists were published of'those 
commodities in short supply. The 
export of these commodities was 
permitted only with approval of a 
competent Government authority. 


New Legislations. 

Most of the legislation enacted 
during the year was designed to 
place the new Malayan Union on a 
working basis. With the incorpora- 
tion into the Malayan Union of all 
Malayan political subdivisions except 
Singapore, most of the laws tended 
to create a new system of govern- 
ment, and to unify and extend 
legislation previously applicable only 
to the Federated Malay States 
(Selangor,' Perak, Negri Sembilan, 
and Pahang) to the newly created 
Malayan Union. Other significant 
laws, regulations, and official noti- 
fications put in effect throughout 
the peninsula covered such matters 
as price control, customs, trade 
unions, cost-of-living allowances for 
Government servants, merchant 
shipping, exchange control, lawless- 
ness, and Government finance. 


The Budget and Taxes 

The need for additional revenues 
became obviqus during the early part 
of 1946, if both ordinary and ex- 
traordinary expenditures necessitat- 
ed by the war were to be covered. 
Duties on entertainment, liquor, 
petroleum, and tobacco were increas- 
ed. Despite these steps, the Singa- 
pore budget, covering 9 months of 
the civil administration, showed a 
deficit of S$302,000. In the Malayan 
Union, the 1946 budget revealed 
much the same position. Between 
April 1, 1946, and January 1, 1947, 
the estimated surplus of the Union 
was whittled down from $$210,000,000 
to $$131,000,000. Abolition of the 
opium monopoly, which before the 
war had been a _ substantial con- 
tributor to public revenues, caused 
the Government to resort to irtcreas- 
ing license fees as well as borrowing 
money. The Malayan Union and 
Singapore each floated lodns to de-~- 
fray ordinary expenditures arising 
in connection with the enemy oc- 
formulated plans for their own re- 
cupation of Malaya. 


It was evident, however, that the 
respective governments would not 
continue borrowing without making 
some effort to balance their budgets, 
and an income tax appeared to bé 
the solution sought. Despite op- 
position to this form of taxation, it 
was almost a foregone conclusion 
that both governments would imple- 
ment recommendations of the Inland 
Revenue Expert who was expected to 
arrive in Maiaya in the early part 
of 1947. 


Bank Note Circulation. 

The year drew to a close with some 
$$390,000,000 in circulation, which 
was about S$170,000,000 more than 
in February 1942. 

High Living Costs & Shortages 


High costs of living, as well as 
shortages of food, clothing, and 
housing, seriously affected the labour 
situation. The cost-of-living index 
rose to about three times that of 
1941. Both Singapore and_ the 
Malayan Union attempted to bring 
salaries which were pegged at 1941 
levels, into line with this increase, 
and progressively increased cost-of- 
living allowances in April, August, 
ang December, respectively, until! 
they reached S$160 per month for: 
married males and S$110 for single 
male and female employees. Equal 
rates were applicable to both Euro- 
pean and Asiatic staffs. Private in- 
dustry paid higher wages to workers, 
and competition between govern- 
ment and industry for available 
labour continued throughout the 
year. AS a general rule, labour did 
not desire more money but rather 
access to essential goods and com- 
modities. Until more consumer 
goods could find their way to the 
markets, the only solution was to 
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grant workers the means to buy on 
the black market. 


Malaya, always a small rice-pro- 
ducing area and an importer of more 
than 69 percent of its rice needs, 
was seriously affected by the world 
rice shortages. The ration was pro- 
gressively cut during the year, and 
only when the outlook improved in 
December was it restored the ration 
prevailing in August. 


Housing & Construction 

Housing remained one of the most 
pressing probléms facing the govern- 
ment, since derequisitioning of 
houses by the military did not 
keep pace with the return of 
Europeans to Malaya. Hotels and 
boarding houses were overflowing, 
with rooms shared by three and 
four persons. There was no new 
construction, moreover, because of 
increased costs and world scarcities 
Added to this was a iarge increase 
in the local population, which had 
already faced a housing shortage in 
1941. Something had to be done to 
relieve the housing situation, and in 
late December thoughts of  pre- 
fabricated units seemed to be ir the 
offing. 


Labour Unrest & Strikes 

In face of these conditions, labour 
unrest was invitable and it undoubt- 
edly will continue until conditions 
improve. Initially, the military ad- 
ministration, concerned with the 
Testoration of order, resorted to the 
issuance of free rations among 
laborers engaged in essential ser- 
vices. With the inauguration of 
the civil administration, trade-union 
experts and an economic adviser 
arrived on the scene. They attempt- 
ed to assist in the organization of 
labour and in the placation of some 
demands. Trade-union bills re- 
quiring registration of trade unions 
were put into effect by the end 
of June. The trade-union movement 
increased in momentum in the latter 
half of the year, and, with better 
organizations, strikes and disputes 
reached epidemic proportions. Most 
Strikes were settled with the grant- 
ing of increased benefits sucn as 
additional rice rations, overtime 
pav. or better working conditions. 

Since the labour force had decreased 
during the war years, and ne 
workers had immigrated into Malaya, 
the shortage became acute.  Esti- 
mates placed the entire force at 
little more than half the prewar 
figure. Constant arrival of European 
personnel and equipment and open- 
ing up of new estates and enterprises 
created an impasse. The prewar 
Indian population of. Malava of some 
750,000, mostly engaged in the rub- 
ber plantation industry, had de- 
creased by an estimated 50,000 dur- 
ing the occupation. By the end of 
the year, an additional 18,000 had 
been repatriated to India. 


The health of the ‘workers, poor 
because of disease and malnutrition, 
improved during the course of the 
year. Although wages were at least 
double prewar rates; purchasing 


power -had decreased in greater pro- 
portion. With high zost of living, 
limited rations, lack of clothing, and 
inadequate housing, there was every 
reason for continued unrest. 

Rice Cultivation & Prices 


In view of the world shortage of 
exportable surplus. rice, Malaya 
made every effort to cultivate all 
available agricultural iand. It had 
been originally estimated that the 
1945-46 padi (unhusked-rice) crop 
would net 384,000 tons in comparison 
with 568,500 tons in 1939. The crop, 
however, yielded only 225,000 tons. 
Area under padi cultivation had 
dropped frorn 820,000 acres in the 
1940-41 season to 811,000 acres in the 
1945-46 season. This shortage of the 
main staple caused an increase in 
acreage of substitute food crops 
such as tapioca, sweetpotatoes, sago, 
maize, and ragi, from 56,415 acres in 
1939 to 167,924 acres in March 1946. 


To encourage padi cultivation, the 
Malayan Union Government in 
August guaranteed the price of padi 
at S$6 per picul, increased it to S$10, 
and finally, as of January 1, 1947, 
agreed to pay S$20 per picul. The 
Department of Agriculture distribut- 
ed good seeds in deficiency areas, 
sold supplies at moderate prices, 
resorted to lectures and demonstra- 
tions to increase output, and organiz- 
ed campaigns to eliminate the wild 
pig and rat menaces. Tractors were 
purchased in the Philippines from 
the United States Foreign Liquida- 
tion Commissioner. Despite all these 
efforts, however, thé total yield from 
the 1946-47 crop was estimated in 
the vicinity of 275,000 to 300,000 tons. 
Pineapple Industry 


A loan promised by the govern- 
ment to the pineapple industry fail- 
ed to materialize. 

Bascially because of. the 
age of sugar and tin 
and secondarily because of an in- 
crease consumption of raw fruit, 
the canning industry had an. ex- 
tremely difficult year. The October- 
December crop was not promising. 
The British Ministry of Food took 
the complete pineapple pack, which, 
by the end of December, amounted 
to some 5,000 cases. Only some 10 
percent of more than, 50,000 acress 
planted before the war was in pro- 
duction, and, with the small crops 
available, only a few canning 
factories reopened. 


short- 


Live Stock 


Other phases of the agricultural 
scene were still in early stages of 
rehabilitation after a full year of 
peace. ‘There was a _ shortage of 
cattle and Buffalo, as well as other 
livestock. Animal husbandry had 
been neglected, and poor types were 
being allowed to breed. A long-term 
scheme involving the development of 
fastmaturing animals, and a gradual 
increase in the number of slow- 
maturing animals extending over a 
period of 15 years, was under way 
before the end of the year. 


plate, 


The Rubber Industry 

Malaya’s rubber industry made 
remarkable progress during the 
year. Original annual production 
estimate of 200,000 tons were hastily 
altered in June, when it became 
apparent that flush yields on large 
estates, operating at approximately 
50 percent capacities, and production 
on small holdings would in all like- 
linood exceed expectations. Later 
in the year the potential rubber out- 
put for the remainder of the year 
was estimated at 35,000 tons per 
month, which again was a con- 
servative estimate in view of the fact 
that production rose steadily from 
43,200 tons in September to 47,200 
tons in October, 52,500 in November, 
and to 53,350 tons in December, 
Official statistics disclosed produc- 
tion at 159,000 tons on estates of less 
than 100 acress for the period May 
to December, which, added to the 
estimated production of 60,000 tons 
for the period January through 
April, would bring annual production 
to 398,000 tons. 


Increase in the price of rubber 
served to accelerate the rate of 
rehabilitation of the industry, The 
British Rubber Buying Unit, the sole 
purchaser of rubber until May 3, 
set the price at S$0.36 per pound, 
which was not favorably received, in 
view of the fact that Ceylon rubber 
was selling at more than S$0.69 per 
pound. After the Buying Unit had 
terminated its activities, all rubber 
was purchased by the Directorate of 
the Board of Trade through members 
of the Rubber Traders’ Association 
at the new price of S$0.43 per pound. 
The Rubber Purchase Agreement of 
late June, whereby the United States 
agreed to purchase an_ additional 
95,000 tons at S$0.50 (US$0.23-1/2) 
acted as a stimulant to the industry. 
Stock piles were, however, increasing 
rapidly. 


Free Rubber Market P 

Although the complete order was 
filled during the third quarter, 
agitation for a free rubber market 
was particularly strong, since it was 
apparent that the United Kingdom 
would not be the residual buyer as 
per the June Agreement. Finally, 
with stock piles reaching an alltime 
high, the United States agreed early 
in October to purchase an additional 
200,000 tons at S$0.40-1/2 per pound 
(US cents 20-1/4). This pulled the 
industry through to the end of the 
year, even though some 70,000 tons 
had to be taken from London stock 
piles. The free rubber market was 
restored at year’s end, when the 
Combined Rubber Committee ended 
He controls for international alloca- 
on. 


Tin Mining & Prices 

Return to normalcy in Malava’s 
mining industry had been a tedious 
process. Short of equipment, faced 
with labour disputes, looting, and 
other retarding factors, the industry 
was slow to start. As the year pro- 


16 


gressed, the question of Government 
policy regarding rehabilitation loans 
and price-fixing kept production 
down to a trickle. 


The Chinese tin miners were 
particularly short of funds, and 
constant requests were made for 
government assistance, preferably in 
the form of a higher tin price. 
After much agitation, the govern- 
ment loaned the tin miners £900,000. 
Those who received the loans later 
in the year had objections to the 
inadequacy thereof, as weli as to 
constantly increasing costs which 
had an inflationary effect on the 


loans obtained. 


As in the cdse of rubber, there was 
a price disparity between the price 
for Malayan tin and that produced 
elsewhere, notably in the Congo and 
Bolivia. Malayan producers originally 
received £300 per ton from the Tin 
Ore Buying Unit. On September 26, 
the price for Malayan tin was fixed 
at £370 per ton delivered at the 
smelter in Singapore or Penang, the 
price being retroactive to July 1, 
1946. 


Coal Mines 


Although the cumulative total of 
coal produced from January through 
September was 175,153 tons, pro- 
duction in the third quarter was 
10,000 tons lower than in the second 
quarter. In prewar years, the Mala- 
yan Collieries had produced an 
average of more than 60,000 tons a 
month; but, because of neglect. and 
inefficiency during the Japanese oc- 
cupation, mines were in a bad state 
at the time of liberation. The army 
took over operations and produced as 
much as 26,000 tons per month in 
May and June, and then turned 
over the mines to the Collieries in 
July. After that time, production 
gradually decreased until it reached 
14,300 tons in December. Require 
ments of coal users at the end of 
the year were approxtmately 35,000 
tons monthly. This disparity be- 
tween normal requirements and pro- 
duction meant curtailed activity for 
a number of important activities 
using electricity. 


Harbours & Shipping 


One of the first measures taken by 
the military was port clearance, in 
order that stores might move 
through ports. When the civil ad- 
ministration took over control, satis - 
factory progress had already been 
recorded in restoring prewar facilit- 
ies. Harbour dredging and wreck 
removal were well advanced by the 
end of ie year, and _ destroyed 
storage and transit sheds were re- 


built or replaced. The unloading 
rate remained low, however, as a 
result of the food shortage, which 


had also led to a number of serious 
strikes in the port areas. The 
shortage of lighters was alleviated 
during the course of the_ year. 
Plans for the expansion of Port 
Swettenham and Penang were un- 
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der consideration. Generally, ports 
had returned to some semblance of 
normalcy by the ycar’s end. 


Many prewar shipping fleets re- 
commenced operations throughout 
the area. Sailing schedules were al- 
most nonexistent, and the few ships 
that cid call at Singapore were al- 
ternately affected by the slow un- 
loading process and the strikes in 
progress. Eventually, some co- 
ordination in ship sailings from the 
United Kingdom was effected, and 
ships called more regularly. The 
local inter-island trade was seriously 
affected by the unsettled conditions 
in the Netherlands Indies and the 
shortage of medium-sized craft. At 
year’s end, the shipping scene had 
shown considerable improvement. 


Railways 


During the occupation of Malays. 
the Japanese removed 300 miles of 
rails, including 200 miles from the 
East Coast line, approximately 2 
miles of bridging, one-third of the 
locomotives, and one-half the rolling 
stock. With aid of the Army, the 
main West Coast line was recon- 
structed to Mentakah. Some, lend- 
lease locomotives and 16 new loco- 
motives, which had arrived before 
the end of the year, helped replenish 
the depleted stocks. Passenger and 
freight rates were incrgased. Al- 
though the track to the Siamese 
border was in good working order, 
the through-run to Bangkok was 
slow because of ,the ferry crossings 
still necessary in Siamese territory. 
The coal shortage was another factor 


which seriously affected the rail 
services and ultimately caused the 
railroads to cut down on some of 
their local runs. 

Aviation 

Although the internal airways 
system was not restored, several 
leading world airways extended 


activities to include Singapore. Be- 
sides BOAC and KLM, the Commer- 
cial Airlines Incorporated, the Far 
Eastern Air Transport, Inc., and the 
Cathay Pacific Airways called at 
Singapore. Although Pan-American 
was contemplating opening a route 
from Manila to Singapore, this had 
not materialized by the end of the 
year. The seaplane channel and 
anchorage at Kallang (Singapore) 
were dredged, and steps were taken 
to extend Changi Airfield (Singa- 
pore) to accommodate aircraft of 
150 tons. 


Mail & Cables 


Mail services were restored, and by 
mid-1946 cable rates were reduced, 
according to decisions of the Ber- 
muda Telecommunications Conven- 
tion, 


Foreign Trade 


From available statistics it is 
virtually impossible to assess Mala- 
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ya’s progress in the field of foreign. 
trade. Initial statistics covered only 
the activities of the port of Singa- 
pore, and excluded imports on the 
account of the British Military Ad- 
ministration. In August, however, the 
government recommenced to publish 
Malayan statistics, which cover 
activities of Singapore and _ the 
mainland. During the 3-month 
period, August through October, 
Malaya imported $$3i6,474,231 and 
exported $$301,175,513 worth of 
goods. The United States made a 
slow start in regaining its old posi- 
tion as Malaya’s leading customer. 
From August through October, how- 
ever, the United States took 36.9 per- 
cent of the total export by value, 
but provided only 1.8 percent of the 
total import. Foreign trade had 
been increasing steadily, and there 
was every reason to believe that this 
trend wculd continue. 


Despite unsettled conditions in 
Java and Sumatra, a brisk trade was 
carried-on with Indonesian territory 
The Netherlands Government at- 
tempted to control this trade, but, as 
leng as the Dutch sea patrols were 
inadequate, it flourished. During 
the August-October period, Sumatra. 
was the source of 55.6 percent of all 
raw materials imported into Malaya 
from all sources. Towaid the end of 
the year, the Dutch tried to enforce 
a series of regulations which requir- 
ed all ships entering into or leaving 
Indonesian waters to call. at certain 
control ports. Although -tnere were 
cases of interception detention of 
vessels, and confiscation of so-callea 
estate produce, no serious inroads on’ 
the trad2 were made. 


Encouraging Outlook. 


The economic recovery of Malaya 
will not be rapid. Provided world 
factors remain somewhat stable, it 
will be protracted and gradual. It is 
reasonable to expect, however, that 
Malaya will continue as a leading 
producer and processor of tropical 
produce, and with increased ship- 
ping into the area increased imports 
will result. Import restrictions may. 
for some time yet. curtail the volume 
cr imports. 


Labour, doubtless, will continue 
restless as long as consumer goods, 
food, and clothing are in short sup- 
ply, and the cost of living remains 
out of proportion to income received. 
Government will render further as- 
sistance to food cultivators until the 
world food situation improves. The 
rubber industry will increase produc- 
tion despite limited labour supplies 
and other deterrents. With a con- 
tinued flow of engineering tools and 
equipment, the tin industry should 
be in a position to incr2ase produc- 
tion, although the shortage of coal 
may continue as a problem for 
some time. AS more goods become 
available and political conditions im- 


prove in adjacent areas, Malaya’s 
foreigi. trade will undoubtedly in- 
crease. 


